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TUESDAY, MAY 31, 1955 


Unitep States SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
SUBCOMMITTEE ON BANKING, 
Washington, D. C. 
The subcommittee met, pursuant to call, in room 301, Senate 
Office Building, at 10:10 a. m,, Senator J. Allen Frear, Jr., presiding. 
Present: Senators Frear, Robertson, Douglas, Bennett and Bush. 
Senator Frear. The subcommittee will come to order. 
The subcommittee is holding hearings today on S. 972, a bill to 
amend the Home Owners’ Loan Act of 1933, as amended. 
Without objection, I ask that the bill be made a part of the record. 
(S. 972 follows:) 


(S. 972, 84th Cong., ist sess.] 
A BILL To amend the Home Owners’ Loan Act of 1933, as amended 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That subsection (e) of section 5 of the Home 
Owners’ Loan Act of 1933, as amended, is hereby amended by inserting ‘‘(1)” 
after ‘“‘(e)”’ and by adding the following paragraph at the end thereof: 

‘““(2) An association may retain or establish and operate a branch or branches 
under the following conditions: 

“(A) An association may retain and operate such branch or branches as it 
may have in operation on the effective date of this paragraph, the establishment 
and operation of which had been approved by the Board. 

“(B) If, after the effective date of this paragraph, a State savings and loan 
association is converted into or consolidated with a Federal savings and loan 
association, or if two or more Federal savings and loan associations are con- 
solidated, such converted or consolidated association may, with respect to any 
of the associations, retain and operate any of their branches which are in lawful 
operation on the date of such conversion or consolidation. 

“(C) An association may, with the approval of the Board, establish and operate 
new branches within the State in which the home office of such association is 
situated, if such establishment and operation are at the time expressly authorized 
to State savings and loan associations or mutual savings banks by the law of the 
State in question, or, in the absence of any such law, if such establishment and 
operation are at the time in conformity with the practice within the State with 
respect to branches of State savings and loan associations or mutual savings 
banks; except that no approval of the State authority having supervision over 
State savings and loan associations or mutual savings banks shall be required, 
and such new branches shall be subject to the least onerous restrictions with 
respect to number and location as may be imposed by the law of the State or 
the practice within the State with respect to branches of State savings and loan 
associations or mutual savings banks. No branch of any Federal savings and 
loan association shall be established outside the State in which its home office is 
located. The Board shall, before approving or disapproving an application of a 
Federal savi and loan association to establish and operate a branch, give con- 
sideration to the same requirements as are set forth in this subsection with respect 
to the granting of charters of Federal savings and loan associations. 

“(D) No branch of any Federal savings and loan association shall be estab- 
lished or moved from one location to another without the prior consent and. 
approval of the Board. 
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“(E) The term ‘branch’ as used in this subsection shall be held to include any 
branch savings and loan association, branch office, branch agency, additional 
office, or any branch place of business located in any State or Territory of the 
United States or in the District of Columbia at which shares are issued, sold, 
withdrawn, repaid or repurchased, or money is lent, or dues or dividends are paid 
or credited, or any other savings and loan business is carried on. 

“(F) The words ‘State savings and loan association’ or ‘State savings and loan 
associations’, as used in this subsection, shall be held to include savings and loan 
associations, building and Joan associations, cooperative banks, and homestead 
associations organized and operated according to the laws of the State, District, 
or Territory in which they are chartered or organized.” 

Senator Frear. In the absence of the chairman of the subcom- 
mittee, Senator Robertson, I have been delegated to start the hear- 
ings until Senator Robertson is able to be here. 

The first witness we have this morning is Mr. Cole of the HHFA. 

Mr. Cole, we are happy to see you back in this room again. 

Mr. Coie. Thank you, Mr. Chairman. 

Senator Frear. We have always enjoyed your presence here. I 
think you have been very helpful, very instructive to the members of 
this committee, although at all times all of us may not have been 100 
percent in agreement with you. 

Mr. Coxe. I understand. Thank you, sir. You are very kind 
indeed. 

Mr. Chairman, I have a very brief statement to read which will 
give my opinion with respect to this bill. Chairman McAllister of the 
Board is here, and he knows the legislation very well. Subject to 
the committee’s approval, I would like to read my statement and then 
if | may be excused, I have a meeting with some people whom I have 
invited to come in from over the country to discuss matters of housing 
today, and I would appreciate it if I may be permitted to follow that 
procedure. 

Senator Frear. Surely, Mr. Cole. 

Mr. Coxe. Thank you, sir. 


STATEMENT OF ALBERT M. COLE, ADMINISTRATOR, HOUSING 
AND HOME FINANCE AGENCY 


Mr. Coxe. In my recent report to the chairman of your committee 
on 8. 972, I recommended against the enactment of this bill, which 
would limit the authority of the Home Loan Bank Board to approve 
applications for establishment of branch offices by Federal savings 
and loan associations. It is our opinion that this bill, if enacted, 
would unduly hamper the operations of such associations and would 
not be in the public interest. 

Federal savings and loan associations are chartered and supervised 
by the Home Loan Bank Board. Mr. Walter W. McAllister, Chair- 
man of the Board, is present and, with consent of the committee, will 
present in more detail the reasons for our objection to this proposal. 

In my judgment, the present regulations of the Board governing 
approving or disapproving branch offices for Federal savings and loan 
associations are adequate and equitable. Under these regulations: 

First, the Board applies the same tests to branch office applications 
as are set out in the statute for granting charters to Federal savings 
and loan associations. These tests require: 

(a) That there be a need for a thrift and home-financing facility in 
the community to be served; 
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(b) That there be a reasonable probability of its usefulness and 
success; and 

(c) That the institution can be established without undue injury to 
properly conducted existing local thrift and home-financing insti- 
tutions. 

Second, the Board provides an opportunity for a hearing and the 
presentation of protests against each application; and 

Third, the Board follows the principle of disapproving branches in 
those States in which all types of financial institutions accepting 
savings from the public are prohibited from establishing branches or 
additional offices. 

Mr. McAllister will discuss these policies in more detail and present 
the views of the Board on S. 972. 

That completes my statement. 

Senator Frear. Thank you, Mr. Cole. 

With your permission, and without objection of the members of 
the subcommittee, I would like to have this letter regarding S. 972 
that was forwarded to the chairman of the full committee made a 
part of the record. 

Mr. Cote. Thank you, Mr. Chairman. 

(The letter referred to follows:) 


Hovsine anD Home Finance AGENCY, 
Washington 25, D. C., April 19, 1955, 
Re 8S. 972, 84th Congress. 
Hon. J. W. Funsrienut, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington 25, D. C. 


Dear Senator Fu.sricut: This is in further reply to your request for the 
views of this Agency with respect to 8S. 972, a bill which would amend section 5 
of the Home Owners’ Loan Act of 1933, as amended. 

We recommend against the enactment of this bill as we believe it would unduly 
hamper the operations of Federal savings and loan associations and would not 
be in the publie interest. The growth of suburban dwelling areas around our 
large cities and the establishment of branches by all types of businesses to serve 
these areas are two important and nationwide developments. The effect of this 
bill would be to retard, and even forbid in some States, the participation of these 
thrift and home financing institutions in this modern method of doing business. 

Specifically, 8. 972 would amend the present law so as to provide precise 
conditions under which a Federal savings and loan association may retain or 
establish and operate a branch or branches. The conditions set forth in the bill 
are as follows: 

(a) A Federal association would be permitted to retain and operate such 
branch or branches as it may have in operation at the time the bill would become 
effective, provided such establishment and operation had been approved by the 
Home Loan Bank Board. 

(b) A State savings and loan association hereafter converted into or consolidated 
with a Federal savings and loan association or two or more Federal savings and 
loan associations which are consolidated could retain and operate branches which 
are in lawful operation on the date of such conversion or consolidation. 

(c) A Federal savi and loan association would be authorized, with the 
approval of the Hat oan Bank Board, to establish and operate new branches 
within the State in which the home office of the association is situated if such 
establish nent and operation are at the time os ape authorized to State savings 
and loan associations or mutual savings banks by the law of the State in question 
or, in the absence of any such law, if such establishment and operation are at the 
time in conformity with the practice within the State with respect to branches of 
State savings and loan associations or mutual savings banks, except that no 
approval of the State authorities would be required; any such new “branches 
would be subject to the restrictions as to number and location imposed by the 
law of the State or practice within the State with respect to branches of State 
savings and loan associations or mutual] savings banks; no such branch could be 
established outside of the State in which the home office of the Federal association 
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is located; and the Home Loan Bank Board would, before approving or disap- 
proving an application of a Federal savings and loan association to establish a 
branch, give consideration to the same requirements as are set forth in the Act 
with respect to the granting of charters of Federal savings and loan associations. 

(d) No branch of any Federal savings and loan association could be established 
or moved from one location to another without the prior consent and approval of 
the Home Loan Bank Board. 

The term “branch’’ is defined by the bill to include any branch savings and 
loan association, branch office, branch agency, additional office, or any branch 
place of business at which shares are issued. sold, withdrawn, repaid or repur- 
chased, or money is lent, or dues or dividends are paid or credited, or any other 
savings and loan business is carried on. The words “State savings and loan 
association”’ are defined to include building and loan associations, cooperative 
banks and homestead associations organized and operating according to the laws 
of the State, district, or Territory in which they are chartered or organized. 

The Home Loan Bank Board recognizes and endorses the dual Federal and 
State system of savings and loan associations and now follows a policy whereby 
it will not approve an application for a branch office in any State where that 
State, by either its constitution, State statute, or practice, prohibits branches or 
additional offices to, or chain, affiliated or group operation for, all types of financial 
institutions accepting savings from the public. As the Board has adopted and 
will follow this policy, we do not believe that this legislation is necessary. 

In considering applications for branch offices the Board always applies the same 
tests that it applies to applications for charters of Federal savings and loan associ- 
ations. These tests are set out in section 5 (e) of the Home Owners’ Loan Act 
of 1933, as amended, which provides as follows: 

No charter shall be granted except to persons of good character and respon- 
sibility, 

Nor unless in the judgment of the Board a necessity exists for such an institution 
in the community to be served, 

Nor unless there is a reasonable probability of its usefulness and success, 

Nor unless the same can be established without undue injury to properly con- 
ducted existing local thrift and home-financing institutions. 

While the act does not require it, the Board gives an opportunity for a hearing 
and the presentation of protests in connection with branch office applications as 
it does in connection with applications for new charters. 

The principal justifications for the establishment of any savings and loan facil- 
ities are necessity and public interest. Every application for such facilities should 
be considered on the basis of the best possible service to the community and to the 
public in general. Therefore, the criteria in the consideration of branches should 
be whether there is a need for sa. ings and loan facilities or additional savings and 
loan facilities in the area_proposed to be served by a branch office, whether a 
branch office is the best method of providing a local mutual thrift institution to the 
people in the area, whether such a branch would unduly injure other local thrift 
and home financing institutions in the area, and whether the financial and oper- 
ating condition of the association seeking the branch is such that it can safely and 
economically operate the same. 

Limitations in State statutes, such as to one branch for each associavion, or to 2 
branch in the same city or county where the home office is located, would appear 
to be directed solely at prohibiting the growth of such associations, rather than 
to the need of the facilities in the area and the public interest. Under such 
limitations, irrespective of the public interest, the need, the nearness of the asso- 
ciation to the area, its ability economically vo provide savings and loan facilities 
to the people in the area, and the practicability and desirability of establishing a 
branch, the application to operate a branch would necessarily have to be denied. 
Such limitations, in the opinion of the Home Loan Bank Board, would not be in 
keeping with section 5 of the Home Owners’ Loan Act of 1933, as amended, which 
states that the purpose of creating Federal savings and loan associations is to 
provide local mutual thrift institutions in which people may invest their funds in 
order to provide for the financing of homes. 

In the congressional debate in connection with Section 5 of the Home Owners’ 
Loan Act, it was brought out that there were thousands of localities in the United 
States in which, under existing State law, savings and loan facilities were not 
available and the absence of such facilities was one of the compelling motives for 
the adoption of that portion of the Home Owners’ Loan Act. The chartering of 
over 1,600 Federal savings and loan associations and the chartering of new State 
savings and loan associations has, to a significant degree, corrected the situation 
existing at that time, but it is not yet wholly corrected and there are still numerous 
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communities unserved by savings and loan facilities. Some of these communities 
will remain unserved if branches are not permitted, either because there will be 
no group of public-spirited citizens interested in the organization of a savings and 
loan association or because, while there will be a need for savings and loan facilities, 
the community will be unable to support the growth of a new association to a 
sufficient extent to be of benefit to the community within a reasonable time. 

The Board, however, is just as concerned, as are State officials, to see that no 
area is overpopulated with financial institutions. The Board in its operation of 
the Federal Home Loan Bank System, of which over 2,500 State-chartered asso- 
ciations are members, and the Federal Savings and Loan Insurance Corporation, 
which insures the accounts of more State-chartered associations than it does 
Federal associations, is concerned with the well-being of all member and insured 
institutions. In considering applications, it considers possible undue injury to 
all State-chartered thrift and home-financing institutions to exactly the same 
extent as it considers possible undue injury to all Federally chartered thrift and 
home-financing institutions. 

It has been argued that, because the National Banking Act provides that Na- 
tional banks may have branches only in those States where State banks may have 
branches, Federal savings and loan associations should be permitted to have 
branches only in those States where State-chartered savings and loan associations 
under State law may be permitted to have branches. In the case of the North 
Arlington National Bank v. Kearny Federal Savings and Loan Association, 187 F. 
2d 564, holding that the Board had the authority to permit branch offices, Circuit 
Judge Goodrich pointed out that the situation is not analogous as the historical 
reasons back of the National Banking Act are entirely different from those back 
of the Home Owners’ Loan Act. Savings and loan associations do not do a general 
banking business nor serve commerce and industry but are set up for the purpose 
of providing thrift and home-financing, and their powers are, generally speaking, 
limited to these two functions. Their general lending area is limited to a radius 
of 50 miles of their home office. By the very nature of the limited operations 
which they are permitted to carry on, there is no danger of any single association 
becoming a giant financial monopoly or dominating any community or area. 

It is the observation of the Board that generally those institutions which have 
objected to applications for branch offices have objected because they did not wish 
the competition for savings and for mortgage loans by the branch office. The 
same objections are received from institutions in areas where it is proposed that 
a@ new savings and loan association be organized, and in many instances the same 
institutions that have objected to branches have objected to the organization of 
new savings and loan associations. Thus, objections in many individual cases 
are not objections to branches but are objections to the establishment of another 
savings and loan facility in the area where existing institutions are operating. 
Many times these objections are strenuous even though it is clear that there is a 
real need for new savings and loan facilities in the area. It has also been the 
observation of the Board, almost without exception, that where the Board has 
found that there was a need and has approved either the establishment of a new 
association or of a branch office, the existing institutions have continued to prosper 
and in some instances have had even better and more healthy growth than before, 
while at the same time the new association or branch office has grown and pros- 
pered. It is believed that not one branch office which the Board has approved has 
lacked justification on the basis of the community’s ‘need. 

Under the proposed bill savings and loan associations would be prohibited from 
having branches or additional offices in 24 States irrespective of the need for thrift 
institutions or the need for additional home financing by private capital in these 
States. In States where savings and loan associations have not developed ade- 
quately it is not likely that it will become the practice to have branches for State 
savings and loan associations. It is in those States where the need for savings 
and loan facilities is probably the greatest. It is pointed out that in 16 of those 24 
States where savings and loan associations are prohibited from having branches 
or additional offices banks may have branches or additional offices. Banks are 
prohibited from having branches or additional offices by the laws of only 13 States. 
According to Committee Report No. 7 of the Senate Select Committee on Small 
Business, 82d Congress, in at least 6 of those 13 States chain banking for banks is 
poreaiater and in the opinion of the Board chain banking is analogous to branch 

anking. Therefore, branch banking or chain banking for banks is perititted-in 
all but seven States. As mutual savings and loan associations are owned entirely 
by all of the shareholders, there is no underlying capital stock and such associa- 
tions could not, therefore, through holding companies or other devices carry on 
chain, group, or affiliated banking as do banks in some States. 








6 FEDERAL SAVINGS AND LOAN BRANCHES 


Section 5 (a) of the Home Owners’ Loan Act directs that the Home Loan Bank 
Board, under such rules and regulations as it may prescribe, give primary con- 
sideration to the best practices of local mutual thrift and home-financing institu- 
tions in the United States. The Board, in chartering and regulating Federal 
savings and loan associations and in following the act, has taken into considera- 
tion the best practices of institutions in the various States and has established 
uniform charters and rules and regulations for savings and loan associations 
throughout the country. It has not required or permitted Federal associations 
to be established in each State pursuant to the varied laws of each State, but on 
the contrary has taken the best practices available and incorporated them into a 
uniform system. It would be impracticable and against the public interest to do 
otherwise. 

The success of branches in many States cannot be denied as needed facilities 
have been furnished to the public in areas where the facilities would not have 
otherwise been furnished. Jith the rapid growth of shopping centers in perim- 
eter areas and with the increasing congestion of traffic and parking conditions 
in downtown metropolitan areas, many businesses, including banks and savings 
and loan associations, have found that branches in these shopping areas have 
served a great need and brought facilities conveniently to the public. Actual 
experience and surveys have proven that a a factor in encouraging thrift 
accounts is the convenience of the location of thrift offices. However, if this bill 
were passed, savings and loan facilities could not in the future be initiated in 
many areas until such time as the communities grow big enough to support new 
independent savings and loan associations and not even then unless public spirited 
groups of individuals take steps to organize savings and loan associations. As 
indicated, banks could have branches in such areas in a good many States where 
discriminatory State laws would prohibit branches for savings and loan associa- 
tions. We certainly have no objection to the eStablishment of branch banks 
where there is a need, and concur with the legislatures of a great majority of the 
States in this respect. However, we feel that Federai savings and loan associa- 
tions should not be made subject to discriminatory State laws which would pro- 
hibit the establishment of Federal savings and loan association branches oan 
there is a need. In many of these areas, irrespective of State law, there will be 
a need for savings and loan facilities just as there is a need for banking facilities. 
Branches of Federal savings and loan associations have satisfied a n and have 
proven to be in the public interest just as have branches of banks. The estab- 
lishment of one type of facility in an area does not necessarily preclude the need 
for the other. 

The Board exercises its authority to grant branches cautiously and it feels 
that neither banks, mutual savings banks, nor State savings and loan associations 
have any real basis for concern over branch offices of Federal savings and loan 
associations. As of December 31, 1954, of the 1,640 existing Federal savings and 
loan associations, only 175 were operating 262 branches, approximately 1 branch 
for every 6 associations. Of the total 262 branches, 23 were in existence before 
the association operating the branch converted to a Federal savings and loan 
association, and 16 represent offices uired through merger. Thus, only 223 
new branches have been granted to Federal savings and loan associations since 
their creation in 1933. In 1952, the Board approved 37 branch applications 
39 in 1953, and 67 in 1954; during this same period, 5 approvals were rescinded an 
3 branches were eliminated through conversion of the institutions to State charter. 
P ms the Board disapproved 21 branches, in 1953, 10 branches and in 1952, 10 

ranches. 

For purposes of comparison, we are setting forth below figures relating to the 
number of branches ot Federal savings and loan associations, branches of all banks, 
branches of banks which are members of the Federal Reserve re. and branches 
of mutual savings banks. These figures are given as of June 30, 1954, as the latest 
data we have available with regard to banking institutions is that found in the 
August 1954 Federal Reserve Bulletin. 

(1) As of June 30, 1954, of 1,622 Federal savings and loan associations then in 
existence, only 160 were operating 229 branches—approximately 14 branches for 
every 100 associations. 

(2) As of June 30, 1954, 13,939 commercial banks in the country were operating 
6,031 branches—approximately 43 for every 100 banks. 

(3) As of June 30, 1954, 6,721 banks which are members of the Federal Reserve 
dae ig were operating 4,569 branches—approximately 71 branches for every 100 

anks. 

(4) As of June 30, 1954, 528 mutual savings banks were operating 294 branches— 
approximately 57 branches for every 100 banks. 
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The foregoing figures are sufficient evidence that Federal savings and loan associ- 
ations have been slow in establishing branch offices and have very few such offices 
percentagewise, as compared to other types of financial institutions. 

All savings and loan associations now have assets of approximately $31,680 
million and are now providing 36 percent of all home financing in the United 
States. 

The views of the Bureau of the Budget on this report have not yet been obtained. 
As soon as we are advised of the Bureau’s views, we will send you a supplemental 
report. 

Sincerely yours, 


Apert M. Cote, 
Administrator. 

Senator Frear. Senator Bush? 

Senator Busu. Mr. Chairman, I have just been handed this morning 
a clipping from the Washington Sunday Star of yesterday, Sunday, 
May 29, speaking of proposed housing change splits Federal officials. 
There is a long story there which indicates that the Administration, 
the HHFA, are opposed to independent status for the Home Loan 
Bank Board, which the Board itself appears to favor. 

I do not want to ask you to comment on this at the present time 
unless you would like to do so, but it is a rather startling story. This 
committee last Friday afternoon did act upon a motion to give inde- 
pendent status to the Home Loan Bank Board, that whole organiza- 
tion, and it was approved by the Banking and Currency Committee. 
There was very, very little discussion given to it. If there had been 
this information before the committee at that time, if it had been 
brought before the committee, I think it would have gotten a good 
deal more consideration by the committee on Friday afternéon. 

Would you care, as long as you are here, to comment on this? I 
would not ask you to do so if you are not prepared to at the present 
time, but I think it is a very important matter. The matter is going 
to be diseussed on the Senate floor, and this would be your oppor- 
tunity to express your views if the chairman has no objection. It 
is a very important matter. 

Senator Frear. Of course, Senator, this is not on this bill, but Mr. 
Cole is here, and I do not think it would be out of the way. 

Senator Busu. I am not even sure he is ready to comment on it at 
the present time, but I consider it a very important question and one 
this committee ought to be advised about. I do not, frankly, like 
some of the information that Mr. McAllister, my very good friend here 
in whom I have great confidence, is quoted as saying about the possi- 
bilities of independence. 

Mr. Coz. Well, Senator Bush. I do not know just in what frame- 
work you want comments with respect to the legislation. At the time 
we appeared before the committee, so far as I know, there was no 
legislation pending in the Senate. However, there was what is known 
as the Spence bill pending in the House. There were no questions 
asked me or hearings had upon the amendment in the Senate. 

I believe, Mr. McAllister, that some questions were asked or at least 
some suggestion was made after I had left the stand that the chairman 
made some statement about it here. I believe that was done, was it 
not? 

Now, let me say this: Newspsper accounts about splits or disagree- 
ments are one thing, and differences of opinion are another thing. 

Having asked me, of course, it is my responsibility and duty to 
inform you that it is not within the program of the President to 
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approve the so-called independence of the Home Loan Bank Board 
at this time. The administration takes the position that all of the 
issues, all of the problems, all the complexities with respect to housing 
and particularly the Home Loan Bank Board have not been solved, 
and we would like to study it further. But at this time it is not 
within the program of the President—this legislation. 

Senator Busa. Mr. Chairman, I would like to propose that this 
statement be placed in the record here for the information of members 
of the committee. 1 think it is worth them all seeing this and under- 
standing some of the things that Mr. McAllister said. 

It is unfortunate, I think, that we could not have had them for the 
record last week when we were considering that specific matter. 
But I do believe, as long as we are talking about the Home Loan 
Bank Board here, that it would be appropriate to have this in the 
record, and I would like very much to fate it go in. 

Senator Frear. Senator Bush, I have no objection to having this 
made a part of the record of S. 972. I must agree with you that the 
place for it is under the housing bill rather than under this, but, in 
order that the committee members may have the opportunity of 
hearing the expression of Mr. Cole and Mr. McAllister regarding it, 
as far as I am personally concerned there is no objection to it. 

Senator Busu. Well, suppose, if the chairman permits, that I 
withhold my request until we have heard the testimony of Mr. 
McAllister, and then perhaps he will answer some questions that may 
satisfy us and we can decide then whether it might be proper to put 
it in the record or not. 

Is the chairman satisfied with that? 

Senator Frear. Yes. As a matter of fact, I see no reason why, if 
you want to, you could not put something in the report of last Friday’s 
bill. I do not think the statement could be made part of the report, 
but you could make a statement regarding it—your own statement. 

Senator Busy. Can I get it into the record of Friday? 

Mr. Yinauine. No, sir. That record has been printed. 

Senator Buss. Yes. I was just looking at it here. I will withhold 
this, if the chairman will permit me, until after we have heard from 
Mr. MedAllister. 

Senator Frear. All right. Personally, Senator, I see no reason 
why any information should be withheld from the members of the 
committee, because it is really most difficult to make a proper decision 
when you have all the facts, and you cannot make a very good one 
without having them. 

So, as I said, I see no objection to them having all the information 
it is possible for them to have. 

Mr. Cole, thank you very much. 

Senator Bennett? 

Senator Bennett. No questions. 

Senator Frear. Thank you very much, Mr. Cole. 

Mr. Coutz. Thank you, sir. 

Senator Frear. Come back and see us again. 

Mr. McAllister, we are also very happy to have you with us here 
this morning. We are always glad to see you here. If you have a 
prepared statement, it may be entered in its entirety in the record, 
or you may read from it and put it in the record in that manner, or 
highlight it, as you see best. 
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Mr. McAuuister. Mr, Chairman, I will be glad to make the prepared 
statement a part of the record, and I would like to talk about it and 
read extracts therefrom. : 

Senator Frear. Thank you. You may proceed. 


STATEMENT OF WALTER W. McALLISTER, CHAIRMAN, HOME 
LOAN BANK BOARD 


Mr. McAuuister. I want to start by saying that I appreciate very 
much the friendly sympathy that this committee has always given the 
savings and loan business. As a result of your consideration, we have 
today the Federal Home Loan Bank System, the Federal Savings and 
Loan Insurance Corporation, and the Federal savings and loans them- 
selves, and all of them are proceeding to accomplish the objectives 
that the Congress has set out for them. 

This bill, S. 972, would amend the present law so as to provide spe- 
cific conditions under which a Federal association may retaim, establish, 
or operate a branch or branches. The principal effect of the proposed 
legislation would be to limit the establishment of branches to those 
cases where a State-chartered savings and loan association or mutual 
savings bank under the same conditions would be permitted to estab- 
lish or operate a branch. 

Specifically, the limitations are stated as follows: 

An association may, with the approval of the Board, establish and operate new 
branches within the State in which the home office of such association is situated, 
if such establishment and operation are at the time expressly authorized to State 
savings and loan associations or mutual savings banks by the law of the State in 
question, or, in the absence of any such law, if such establishment and operation 
are at the time in conformity with the practice within the State with respect to 
branches of State savings and loan associations or mutual savings banks. 

In addition, S. 972 would not permit two merged institutions to 
keep both offices, even though it would not increase the number of 
financial institutions in the community. It would prohibit branches 
from moving to new locations within the same municipality within a 
radius of 1 mile without the approval of the Board, as is presently 
permitted. It would prohibit associations from establishing agencies 
for rental collections and real estate management unless branches 
were permitted by State laws. All of these considerations, however, 
are overshadowed by the effect the bill would have on branches for the 
handling of savings, and my discussion of the bill rests largely on an 
evaluation of the restrictions regarding branches of that type. . 

I would like to mention, before discussing the bill itself specifically, 
the procesume that the Board follows in the granting of branches. 

The law does not say that we have to have hearings, but we do have 
hearings, and at these hearings the question is considered as to the 
necessity for a branch, the probability of its usefulness and success, 
and also whether or not in our judgment its establishment would 
unduly harm competitive home-financing and thrift institutions. 

While the act does not require it, the Board gives opportunity for 
hearings and the presentation of protests in connection with branch 
office applications just as it does in connection with applications for 
new charters. If the application apparently meets the tests described 
earlier, a date is set for Sheeting on the application, notice of the héar- 
ing is published in a newspaper of general circulation in the area in 
which it is proposed to establish the branch, and a copy of the notice 
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is sent to the State supervisor. If no objections are filed within the 
time specified in the notice, the Board may dispense with the hearing. 
However, if objections are filed and if notice of intention to appear is 
given, then the case is set for hearing before a hearing officer in the 
Board room in Washington. 

At some hearings we have sometimes as many as a dozen witnesses. 
Records of the hearings are made available, of course, to all of those 
who are interested. 

I might point out in this connection I know of but few instances 
where savings and loan associations have ever been given an opportun- 
ity to present their views on a proposed application for a branch of a 
commercial bank. Notwithstanding this, representatives of commer- 
cial banks frequently present their views at hearings on applications 
for branch offices for Federal savings and loan associations and have 
never been denied this opportunity. 

We are not critical of any supervisory authority, and we do not 
seek to inject ourselves into their affairs, but we wish to point out 
that this committee, if it is seeking to enact legislation which would 
put competition on an even basis, might consider a requirement that 
no bank which is a national bank, a member of the Federal Deposit 
Insurance Corporation, or a member of the Federal Reserve System 
be granted a branch without public hearing, with published notice 
and an opportunity for the public, including savings and loan asso- 
ciations, to be heard. 

Senator BenNerr. May I interrupt you at this point, Mr. 
McAllister? 

Mr. McAuuister. Yes, sir. 

Senator Bennerr. On page 3 you make it perfectly clear the pres- 
ent act does not require you to give hearings, but I have the impres- 
sion vou do it as a matter of policy. 

Mr. McAuuister. Yes, sir. 

Senator Bennerr. But you would suggest that the act be amended 
to require the banks to give hearings, even though, as T understand 
it, you are not now recommending that the act be amended to require 
you to set up hearings as a matter of law? 

Mr. McAuutster. Well, if limitations are to be made in the grant- 
ing of any authority that the Board has in the granting of branches. 
IT am not recommending it by any manner of means. I simply said 
we are not critical of the other supervisory authority, but if this is 
logical, then we think perhaps that might be logical as well. 

Senator Bennett. You say the committee might consider a require- 
ment. Do you feel the law should be changed to require hearings in 
both cases? 

Mr. McAuutster. No, sir; I do not. 

Senator Bennerr. All right. Thank you. 

Mr. McAuutster. Based on this hearing, a determination would 
be made as to necessity, and whether the branch could be established 
without undue injury to existing financial institutions, including 
thrift and home-financing associations. Under such a measure the 
savings and loan associations would have the same privilege to be 
heard on the establishment of branches by banks that is accorded to 
banks when the establishment of branches by Federal savings and loan 
associations is under consideration. As the situation is now, one 
might well question whether the Home Loan Bank Board should 
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continue to accord to the commercial and savings banks a privilege 
which is not reciprocally extended by banking supervisors to savings 
and loan associations. . 

The Board has felt that adherence to its well-known policy on branch 
offices was adequate, but in view of the apparent concern over branches 
from time to time, it has proposed to incorporate the policy into a 
regulation. : 

The key specific language in the proposed regulation is as follows: 


No application to establish a branch office will be approved by the Board where 
the location of such branch office, or the number of branches which the applicant 
would have if such application were approved, would not be permitted by law 
or practice in the State, district, or Territory in which the home office of the 
applicant is located with respect to branches or branch offices of any. one or more 
types of financial institutions located in such State, district, or Territory, au- 
thorized to provide savings, thrift, or home-financing facilities to the public: 
Provided, That the Board may approve, for a Federal association, as branch 
offices, any or all existing offices of two or more associations involved in any 
merger into such Federal association where any one or more types of financial 
institutions located in the State, district, or Territory, authorized to provide 
savings, thrift, or home-financing facilities to the public, could be permitted to 
do the same: And provided further, That, for the purpose of determining practice 
in any State, district, or Territory within the meaning of this section the operation 
of chain, group or affiliated financial institutions shal! be regarded as the operation 
of branch offices, and the term branch office, for the purposes of this section, shall 
include any office of a financial institution at which savings may be received. 


We published this in the Register in 1953, and it has not as yet 
been enacted, because we have been waiting to see what the Congress 
will do with regard to this particular proposal. 

The Home Loan Bank Board is opposed to the enactment of S. 972. 
Our opposition is based on two principal factors: First, there is no 
need for any Federal legislation on the subject of branches; and 
secondly, the proposed legislation would arbitrarily and unwisely 
prohibit the establishment of branches for Federal associations in 
many of the States of the Union and would be contrary to the publie 
interest and the national housing program. 

With respect to point one, the enactment of S. 972 is unnecessary 
because the present. procedures are fair and equitable and provide 
elaborate safeguards which in our opinion effectively insure against 
the unwise, harmfyl, or ill-advised operation of branches by Federal 
associations. It is believed that not one branch office which the 
Board had approved has lacked justification on the basis of the 
community’s need or has caused undue injury to existing institutions. 

Restrictive legislation is not necessary for still another reason. 
Federal savings and loan associations have fewer branches relatively 
and absolutely than any other type of financial institution. This is 
an incontrovertible fact. The figures speak for themselves, Here is 
a tabulation of branch offices maintained by Federal savings and loan 
associations, banks, and savi banks, as of the end of the last 
SORGA year, the latest date for which we have found comparable 

gures. 

It shows that 1,640 Federal associations have 262 branches, or an 
average 16 branches per hundred associations. 

Banks—that, is, members of the Federal Reserve System, 6,660 in 


number—have 4,610 branches, or an average of 69 per 100 institu- 
tions. 


_ All banks, 14,367 in number, have 6,416. branches, or 45 per 100 
institutions. 
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Mutual savings banks, 527 in number, have 308 branches, or 58 
per 100. 

As we look at the figures.which show approximately 16 branches 
for every 100 Federal savings and loan associations as compared to 
69 branches for every 100 Federal Reserve member banks and 58 
branches for every 100 savings banks, one wonders if the restrictive 
legislation is directed at the proper institutions. 

One of the most frequent purposes or possible justifications for 
legislation to restrict branch offices is related to the prevention of 
monopoly or prevention of the concentration of branking power. 
Here again we find that the Federal savings and loan system is the 
one least in need of legislation. The savings and loan business is 
one of the finest examples of small business. It is one of the few 
major industries or businesses in the country where no one unit 
represents as much as 1 percent of the total business. The largest 
savings and loan association in the country on December 31, 1954, 
had assets of only three-fourths of 1 percent of the total savings and 
loan assets. 

While the largest 10 commercial banks have approximately 20 
percent of all commercial bank assets in the country, and the largest 
10 savings banks have approximately 24 percent of all savings bank 
assets in the country, the largest 10 savings and loan associations 
have only about 5 percent of the savings and loan assets. Surely 
this is the business in which there is the very least danger of monopoly 
and concentration of power. Unlike other financial institutions, 


there is not even an opportunity for indirect control and manipulation 
through holding companies, interlocking interests, stock control, and 
the other methods by which apparently independent companies are 


sometimes controlled in the financial world. 

Furthermore, as pointed out by the United States Circuit Court of 
Appeals in the case of North Arlington National Bank v. Kearny 
Federal Savings and Loan Association, 187 F. (2d) 564, the reasons 
which led to the decisions that under the original National Banking 
Act national banks could not have branches and which later led to 
their being given only a limited privilege are tied up with the historical 
reasons back of the establishment of national banks and the altogether 
different types of administrative control exercised over them. 

Savings and loan associations, the court noted, do not do a general 
banking business. They are set up under the declared congressional 
purpose to provide thrift institutions and to provide for the financing 
of homes. The investment area, the court point out, is limited, and 
there is no danger of any single association becoming a giant monopoly. 

Now, with respect to the second point, that S. 972 should not be 
enacted because it would unwisely and arbitrarily restrict the estab- 
lishment and operation of branches in half of the States. The Board 
has always been of the firm conviction that the primary justifications 
for the establishment of any savings and loan facility are necessity 
and public interest. We feel that every application should be con- 
sidered on the basis of the best possible service to the community and 
to the public in general. 

Limitations in State statutes, such as to one branch for each associa- 
tion, or to a branch if the association applying is located in a city of 
over a certain population, would appear to be directed solely at pro- 
hibiting the growth of such associations rather than to the need of | the 
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facilities in the area and the public interest. Such limitations in our 
opinion are not in keeping with Section 5 of the Home Owners’ Loan 
Act of 1933. In the congressional debate on this section it was 
brought out that there were thousands of localities in the United 
States in which, under existing State law, savings and loan association 
facilities were not available and the absence of such facilities was one 
of the compelling motives for the adoption of that portion of the 
Home Owners’ Loan Act. The chartering of over 1,600 Federal 
associations and the chartering of new State savings and loan associa- 
tions has, to a significant degree, corrected the situation existing at 
that time, but it is not yet wholly corrected and there are still numerous 
communities unserved by savings and loan facilities. Some of these 
communities will remain unserved if branches are not permitted. 

Under S. 972 a Federal association could not obtain a branch re- 
gardless of public interest or community necessity in those States which 
do not permit State-chartered savings and loan associations or mutual 
savings banks to operate branches. Since mutual savings banks 
operate in only about one-third of the States, that portion of the test 
is of limited significance. Our examination of the proposed bill and 
the various State laws leads us to the conclusion that Federal associa- 
tions would be prohibited from branches or additional offices in 24 
States. In some of these States savings and loan associations have not 
developed adequately, and it is a virtual certainty that it will not 
become the practice to have branches for State savings and loan 
associations. Ironically, it is in some of these States where the need 
for new savings and loan facilities is probably the greatest. 

Senator Busu. Can you interpolate there and give us some of the 
States where you think that that need for new savings and loan facili- 
ties is probably the greatest? Would you care to put a few States 
in the record to make that point clearer? 

Mr. McAuuisrer. If we have the list here. I did not bring it. 

Senator Busn. I beg your pardon? 

Mr. McAuuister, If we have the list. I did not bring it. Can we 
furnish it this afternoon? 

Senator Busu. I am sure the witness is familiar enough with this 
subject and we have discussed it enough between us so I am sure he 
has a few examples. I think it ae help the record if you would 
state what some of those States are. 

Senator Frear, I see no objections to that at all. It would be very 
helpful. As a matter of fact, I would like to ask Mr. McAllister, if 
he does not have it with him, to send to the committee, if he will, the 
States where this would inhibit and also the States that are now per- 
missive under your present action and what States would be included 
under your regulation that appeared in the Federal Register. 

Mr. McA.uister.. Yes, sir. I will be very glad to give you that 
information and give it to you in writing. 

Senator Frear. All right. 

(The information requested follows:) 

We were requested to give to the committee some specific areas in which we 
now believe branches might properly be established but where we felt conditions 
were such that a newly organized association could not succeed by reason of the 


size or type of community involved. I believe the question arose from a mis- 


ee gg of the attitude of the Board with regard to the branch office 
problem. 


63384—55——2 
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We have made no survey of the United States nor do we have anyone reporting 
to us on any of the areas in the United States with regard to the possibilities of 
there being a need for either branch facilities or newly organized institutions. The 
request for any branch, and it is also true for new charters, arises out of the desire 
of the parties directly interested. They submit their request to the Board where 
it is considered on the basis of the economic and other data submitted. As I 
stated before your committee, a hearing is provided for at which any interested 
parties may appear and oppose any such request. Thereafter, the Board deter- 
mines whether or not a branch (or a new charter as the case may be) should be 
granted. 


I frankly am not in a position whereby at this time I could conscientiously 
indicate any specific area in which I felt that a branch office of a Federal savings 
and loan association would be needed, not having specifically analyzed any par- 
ticular area with such a thought in mind. And, I feel it might be unfair to attempt 
to list some several communities where, from general observation, I believe 
branches might be called for. It might very well be that after all economic and 
other data are submitted with regard to one of these areas, including evidentiary 
material produced at formal hearing by opponents to such application, I would 
find that I had been too superficial in my casual observation and feel called upon 
to deny the request. I would regret exceedingly having some institution go to the 
expense of processing an application, including formal hearing in connection there- 
with, predicated upon such an observation on my part. 

Mr. McAuutster. We do not think that the Congress would want 
to sound the death knell for branches of Federal associations in these 
24 States simply because the State-chartered savings and loan 
business does not enjoy branch privileges under discriminatory State 
laws or for other reasons. On the other hand, Congress has repeatedly 
concerned itself with improving, stabilizing, and smoothing out the 
flow of mortgage funds throughout the country. Savings and loan 
associations are now providing more than a third of all of the home 
loans in this country. That is a far larger portion than any other 
type of financial institution provides. Furthermore, it is the only 
source of home funds which is continuous and regular and does not 
violently expand or contract as a result of outside forces such as 
changes in interest rates on Government bonds or corporate securities. 

It is well known that the move to the suburbs is continuing and 
that more and more of the business formerly done in central areas is 
being conducted in suburban shopping areas. These rapidly growin 
outlying communities are the very areas which anual nearby an 
convenient home-financing facilities, but which frequently cannot 
in their earlier stages support a newly organized savings and loan 
association. 

In many of these communities banks will have branches, but this 
will not necessarily satisfy the need in the community as commercial 
banks as a whole do not engage extensively in making long-term home 
mortgage loans, and many such banks make very few of these loans, 
which is quite proper when the demand for commercial loans equals 
or exceeds the loanable funds of commercial banks. For every dollar 
that is saved in an association, about 92 cents into home loans 
in the community, whereas only about 7 cents of the dollar deposited 

n commercial banks on the average goes into home financing. 

In summary I would like to say this: The whole question of branches 
has involved problems and controversies for almost as long as we have 
had banking. It is a delicate question to handle in practice and it is a 
delicate question to handle in legislation. 

As stated, we have proposed a ation on branches and held a 
hearing. The a was attended by the Board members, and the 
views of all concerned were heard. An opportunity was given for the 
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filing of additional statements. We believe there is merit in some of 
the points made at the hearing and intend to give full consideration 
to the testimony and statements in the record. In any event, we 
believe the public interest is adequately protected by the Board’s 
existing policy and practice. 

Therefore, the Board respectfully suggests to this committee that 
you not approve S. 972, as we believe it is not needed and would not 
serve the public interest. 

Senator Frear. Mr. McAllister, I think the acting chairman of 
this subcommittee has made statements on numerous occasions that 
he thought the savings and loan associations were doing an admirable 
job in the field of financing of homes. He has always felt that there 
was a place for Federal and State savings and loan associations. 
However, as a basis, I would like to have you give me your opinion as 
to the difference between a commercial bank in the field of banking 
and a savings and loan association. 

Mr. McA.uisrer. Well, I have a feeling that a savings and loan 
association is in the banking business. It is not, however, in the 
commercial banking business. Using the term “banking” in a 
broad sense, savings and loan associations extend credit and make 
credit available. 

There is, of course, in two fields, a conflict between the two types of 
institutions. There is competition in the field of savings, which 
represents virtually half of the activity of the savings and loan asso- 
ciations. On the other hand, the savings departments represent 
probably 10 percent or less of the activity of commercial banks. 

Senator Frear. Well, you feel competition is all right, do you not? 

a McAuuister. Certainly. I have no objection to competition 
at all. 

Senator Frear..And you certainly admit that there is pretty 
strong competition between commercial banks as commercial banks? 

Mr. McA.uister. Quite right. 

Senator Frear. I mean the competition of commercial banks is 
not limited to savings and loan associations. I think they have a 
pretty strong competition among those classified as commercial banks. 
Is that not true? 

Mr. McAuutster, Quite right. And I think that is perfectly 
proper, in accordance with the American pattern. 

Senator Frear. It is justified; that is right. 

In your tabulation on page 6, you give for the Federal savings and 
loan associations the number of branches per 100 institutions as 16, 
which gives quite a contrast to 69 for the commercial banks who are 
members of the Federal Reserve System. The Federal. Reserve 
System has a very definite obligation to perform for the banks and 
for the people of this country in providing money and facilities not 
only in the field of home financing but in all of the banking and all of 
the credits that are available to the people in communities. In other 
words, there is a very definite responsibility on the Federal Reserve 
System to insure a sufficient supply of money and to see that it is 
distributed to the people of this country, whereas | believe your 
association has no such obligation imposed upon it. 

So, in order to do that, is it not quite likely that the members of 
the Federal Reserve System would require more branch banking than 
savings and loan associations? 
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Mr. McAuuisteEr. Maybe so. Would that same reasoning apply 
to the mutual savings banks? 

Senator Frear. Yes; I think so. Do you disagree? 

Mr. McAuuister. Well, I am just wondering if there is any objec- 
tion to having the facilities of savings and loan associations made 
available to people where they want them. 

Senator Frear. Well, I do not think this bill prohibits savings and 
loan associations as such. It is only intended to prohibit branch 
banking. I believe there is nothing in this bill that would prohibit 
you from giving a charter to proper people who apply for a savings 
and loan association, is there? 

Mr. McAuuister. No. 

Senator Frear. I mean in any community where a request is made 
and after proper investigation by you people—and I think you do a 
very good job of it—could you not grant them a charter if the need 
in your opinion was there? 

Mr. McAuutster. Yes, that is perfectly true, Mr. Chairman. 
At the same time, there are lots of areas where in our judgment a 
savings and loan association would have extreme difficulty, a newly 
chartered one, in making a success. In other words, if the economy 
of the community is not sufficiently stable and broad to support a 
savings and loan association, it might at the same time be a proper 
location for the establishment of a branch. 

Senator Frear. How many of those areas are there? Where are 
they? 

Mr. McAtutsrer. Well, that is a difficult question to answer, 
because we feel generally that there should be approximately 25,000 
people to support a savings and loan association, and yet in California 
there are nany areas of as small as 10,000 that support an association 
on a very satisfactory basis. In Florida, on the other hand, associa- 
tions have been established in communities of 3,500 and 4,000 and 
have succeeded. In other words, the pattern is not the same all 
over the United States. 

Senator Frear. Surely. I understand that. But you must have 
in mind a particular locality or so, right now, that needs a branch of a 
Federal savings and loan association, according to what you just 
said. Where are they? 

Mr. McA.utsrer. Well, I cannot answer that in the affirmative. 
I have not 

Senator Frear. Well, there are some, are there not? 

Mr. McAuuister. Yes, sir. 

Senator Frear. I mean you are definitely convinced there are 
some? 

Mr. McAuuister. Yes, sir; there are. 

Senator Frear. Will you furnish them? I do not mean to say 
that you have to comb the whole United States and say that, “Here 
is a definite area,’”’ because I think that is a pretty big job to do, 
and I think you depend on the people in those communities to bring 
you information. Maybe there are communities that have not given 
you sufficient information for you to give a proper judgment on it. 
But with your experience down there and from what you have said, 
there are places that you know about yourself. We would like to 
have those; at least I would, so I might be better informed. 

Mr. McA.uister. Well, I will be very glad to submit to the com- 
mittee some of the places that we have rejected associations in because 
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we did not think that they would support a separately chartered 
institution. 

Senator Frear. Surely, that is helpful too, Mr. McAllister, but 
what I think at least some of us are looking for is this: Would this 
bill inhibit those people from depositing or buying shares in an asso- 
ciation for their own personal gain? Are there not facilities available 
where a branch of a Federal association could give facilities that that 
community would require? 

Mr. McAuuistger. Well, there are communities that will not support 
a separate association where branches could properly be established. 

Senator Frear. Sir, I have no doubt but what there are those, and 
that is what we are trying to find out. We are trying to find out 
where they are. If this bill would work a hardship or place a restric- 
tion on people who are entitled to thrift, I do not think you would 
find the acting chairman in favor of it. So I am looking for informa- 
tion. I want to be educated on it, if this bill is wrong. But I have 
got to have some information. Up to date I have not found anything. 
I think it is a perfectly logical bill. I must disagree with your com- 
ments and your recommendations. 

Mr. McAuuistser. All right, sir. Then if you will permit me to 
do so, I will take the list of the 24 States where branches would not 
be permitted and cite you some specific instances where associations 
do not exist where branches should exist. 

Senator Frear. Surely. That is just what I am looking for. 

Mr. McAtutstsr. I will be very glad to give you that. I cannot 
give them offhand. 

Senator Frear. I understand you could not carry all these around 
in your mind, sir. (See p. 33.) 

Senator Frear. Now, then, Mr. McAllister, on page 8, the second 
paragraph, you stated: “Limitations in State statutes, such as to 
one branch for each association, or to a branch if the association 
applying is located in a city of over a certain population, would appear 
to be directed solely at prohibiting the growth cf such associations 
rather than to the need of the facilities in the area and the public 
interest.” Just what do you mean by that? Do you mean that the 
State legislatures in those particular States do not realize the need 
of the people in their community for thrift associations? 

Mr. McAtuster. Those restrictions might have been passed 
originally when associations were small and when they were not 
interested in branching, and once a statute is on the books it is 
extremely difficult to get it amended or to get it changed. And, 
obviously, competing types of institutions would not give encourage- 
ment to changes that would put their competitors in better position 
to compete with them. 

Senator Frear. To your knowledge, have any of these 24 States 
eee to amend their banking laws to permit that which you 

esire? 

Mr. McAtttster. I cannot answer that question. I do not happen 
to know. I will be glad to try and get that information. 

Senator Frear. You are aware, however, that every State legisla- 
ture meets once in 2 years and that they have had the opportunity if 
they so desired to change those State statutes? 

Mr. McAuuster. Right, sir. There has been 

Senator Frear. What I am trying to find out from you, Mr. 
McAllister, right down to rock bottom, is this: Do you think this 
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legislation should be Federal, or are not the States perhaps just as 
well qualified to handle these as the Federal Government? 

Mr. McAuuister. Well, frankly, I do not feel that the legislation 
is necessary at all. We, of course, in the granting of branches to 
Federal associations do not necessarily have to be guided by the 
State law. I do not think there is any question but what the Board 
would have the authority to grant Federal branches contrary to 
what the State law might be. At the same time, it has not been the 
policy of this Board to ignore the State laws. 

Senator Frear. Then I think 

Mr. McAuutster. The only difference comes in the definition of 
what is a thrift and home-financing institution. That is the only 
difference. 

Senator Frear. Then you think your judgment in Washington 
might be better than in some of these States? Is that right? Or do 
you not care to comment on that? 

Mr. McAuutster. Well 

Senator Frear. I do not know why you should not. You are on 
the Home Loan Bank Board, and you are a public servant, and you 
have a right to express your desires and opinions. However, I want 
to be the last one to try to draw out from you something that you do 
not want to say. 

Mr. McAuutster. Well 

Senator Frear. As I said in the beginning here, that is why these 
hearings are held—to bring in testimony that can better inform the 
committee as to whether there should be legislation of this type or 
whether there should not. It might be perfectly obvious after the 
conclusion of these hearings that this bill is not worthy, that it should 
be rejected. But I think you are familiar with its past legislative 
history. It has passed this committee and it has passed the Senate, 
so there must have been some justification for it. 

Mr. McAuutster. Let me just say this to you: That as the Federal 
statutes have been changed from time to time or when certain privi- 
leges have been given to Federal associations that State-chartered asso- 
ciations did not have, some States had a provision in their statute that 
whatever Federals could do the State-chartered institutions could do, 
and that did not require legislation. On the other hand, when Fed- 
erals have been given rights and privileges in a field in which the State- 
chartered associations of a particular State were not able to operate, it 
generally has not been long until those State-chartered associations 
were able to say to their legislature: ‘‘The Federal associations are 
pamntes to do thus and so. We would like to have the same privi- 
ege.”’ And the States have gone along with them. 

We will be more liberal in the granting of branches than the specific 
limitations that exist today in some of the State statutes. The 
pone of it will be a liberalization of the State statutes in the course 
of time. 

Senator Frear. To me there is certainly no objection to that. If 
in order to provide institutions of thrift and savings the States see 
the need for granting privileges of branch facilities to State-chartered 
associations, it is all right. I do not see anything particularly wrong 
with that. There is certainly a question in my mind at the moment, 
after what you said, of whether there are not people in those legisla- 
tures and in the States who are fairly well qualified to determine the 
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needs of the people. I do not know that they have to come to 
Washington on all of these occasions. 

Mr. McAuuister. Let me say this to you, Senator: Savings and 
loan associations are not as important and as strong politically in all 
the States. In some States they have a great deal more influence, 
and there they can get their statutes amended. But in other States 
where they are very few in number if there were limitations in the 
statutes of that State with regard to branches, I doubt if the associa- 
tions would be able to overcome the opposition to a branch author- 
ization. 

Senator Frear. I am not quite sure what you have in mind about 
“politically.” Do you mean that there are more representatives from 
the commercial banks who have friends in the State legislatures than 
there are from savings and loan associations or their influence is 
stronger? 

Mr. McAtuister. In some States, yes, sir. 

Senator Frear. Is that so? 

Mr. McAuuister. Yes, sir. 

Senator Frear. Well, I suppose if this bill were based on politics 
it should have been presented by a Republican rather than a Demo- 
crat. , 

Senator Busu. I do not get that. 

Senator Frear. I do not think I had better go into any explanation 
on that. 

Mr. McAllister, on page 9, at the beginning of the first full para- 
graph, you say: “We do not think that the Congress would want to 
sound the death knell for branches of Federal Associations in these 24 
States simply because the State-chartered savings and loan business 
does not enjoy branch privileges under discriminatory State laws or 
for other reasons.” I certainly gather from that that you think that 
those State laws are discriminatory. What are the other reasons? 

Mr. McA.uister. It does not make very much sense to me—the 
“for other reasons.” 

Senator Frear. All right, sir. 

Senator Bennett? . 

Senator Benner. Going back briefly to the list on page 6, could 
you tell the committee the largest number of branches operated by 
whee Federal savings and loan association? 

Mr. McAuuister. Seven I think is correct. 

Senator Bennett. Are you granting branch association privileges 
across State lines? 

Mr. McAtutster. In one instance a prior Board did do so. We 
have not, and we would not do so. 

Senator Bennett. The fact that you would not do so would indi- 
cate that you are paying some attention then to the limitations and 
restrictions of State boundaries. 

Mr. McAtuister. Yes, sir. 

Senator Bennett. Has there been any recent surge for an increase 
in the number of branches? I will add to that a supplementary 
question. Is there a movement inside the industry which indicates 
a determination to rapidly increase the number of branches? | 
_ Mr. McAtuisrer. No, I do not think so. I think that the industry 
is subject to the pressure that all business is for decentralization. For 
instance, in 1953 there were 198 branches at the end of the year. Au- 
thority for 64 branches was granted during the year 1954. 
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Senator Bennerr. Do you still have a substantial backlog of 
requests for additional branches not yet acted on? 

Mr. McAuuisrer. Well, I would say there might be 15 or 20, just 
speaking offhand from memory. 

Senator Bennett. You do not know how many you have acted 
upon during the first five months of this year? 

Mr. McAuuister. No, sir. I am sorry to say I do not have that 
information available. It is easy exidiigh to find. I can give it to 
you. 

(The information referred to follows:) 

Information was requested as to how many branches have been approved for 
Federal savings and loan associations during the current year. As of the date 
of this letter the Home Loan Bank Board has approved 24 branch applications 
for Federal associations since December 31, 1954, two of which involved the con- 
tinuing of an office in connection with a merger. During the same period it 
denied seven requests for branches. In 1954 there were 790 branches obtained 
by commercial banks compared to 64 for Federal savings and loan associations. 
Savings and loan associations compete to a degree with commercial banks for 
savings which then are deposited in these banks or their branches and, if anything, 
on & more aggressive basis for mortgages; commercial banks, including their 
branches, invested over three times as much in FHA loans in 1954 as invested by 
all savings and loan associations. 

Senator Bennett. Well, an increase of 64 represents an increase 
of one-third in total number. 

Mr. McAuuister. About five a month at that rate. 

Senator Bennert. I was also interested in your comment on page 8 
that some of these communities will remain unserved if branches are 
not permitted. Will they remain unserved by Federal building and 
associations, or are they all unserved either by State associations or by 
mutual savings banks or by savings services in commercial banks? 
Are they literally unserved, or are they simply already being taken 
care of by other forms of thrift and home loan institutions? 

Mr. McAuuister. Most of them that I would have reference to, 
Senator, would be areas that would have commercial banks, as far 
as that goes, yes, but they would not have State-chartered savings 
and loan associations because by and large most of the State super- 
visory authorities do not want to grant authority to establish a State- 
chartered association if in their judgment it would not succeed, and so, 
though we do not see eye to eye with regard to what are the economic 
requirements, nevertheless they try to put tests to those applications. 

Senator Bennerr. I am interested in the idea that I apparently 
get from your testimony that it is important to get branches into 
those areas before independent associations can succeed. Assuming 
that those communities will continue to grow, apparently you will 
agree that at some point in their growth they will have reached a 
point where an independently chartered association can succeed, 
But if you get a branch in there in the interim, that will effectively 
block out the chance of establishing any independently chartered 
association, 

Mr. McAuuster. No; I do not think that will be the case. I 
certainly do not mean to leave the impression that we are encourag- 
ing the establishment of branches for the purpose of killing off local 
institutions. As a matter of fact, if we ow an application for a 
branch in a certain area and an application for a charter in that same 
area, we will always give preference to the people who have asked for 
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a charter if in our judgment the economic conditions are such that the 
association can succeed. 

Senator Bennett. Well, what did you say your normal population 
basis for the establishment of a charter was? 25,000? 

Mr. McAuuister. Well, that is a sort of rule of thumb. 

Senator Bennurr. I realize it is completely a rule of thumb and 
will vary widely from community to community. 

Mr. McAuuister. Right. And it is a personal rule. It is not a 
Board rule. 

Senator Bennett. I see. 

Mr. McAuutsrer. It is my own rule of thumb. 

Senator Bennett. Was my memory correct then it was approxi- 
mately 25,000? 

Mr. McAuuister. Correct, sir. 

Senator Bennetr. Well, how would your thumb operate for the 
establishment of a branch? 

Mr. McAuutster. Well, I would say that a community of 5,000 to 
10,000 in all probability in population would support a branch, and 
the chances are that same community would not support a separate 
association. On the other hand, we have got many instances where 
associations have succeded and are doing a splendid job in communities 
of 10,000 population. 

Senator Bennett. Do you have any instances in which establish- 
ments set up originally as a branch have been changed over into 
independently operated and chartered associations? 

Mr. McAtuister. I do not think there would be any instance. 
I cannot conceive of any in which a branch would become a separate 
association. But there might be an instance where a branch had been 
granted to a community and subsequently an independent association 
chartered. 

Senator Bennett. That would then leave the two serving the 
community? 

Mr. McAuustEer. That would leave two, yes. 

Senator Bennett. I think that is all, Mr. Chairman. 

Senator Frear. Senator Bush? 

Senator Busn. Mr. Chairman, I would like to ask Mr. McAllister 
whether this S. 972 is the same bill that we had up last year which 
was known then as S. 975, I think. 

Mr. McA.uister. It is very largely the same. It is not quite the 
same. 

Senator Busa. What is the change in it? 

Mr. McA.uistsr. Substantially it is the same. 

Senator Busx. There is no substantial change in it? I mean it just 
doate with the same subject and only the same subject and in the same 
way? 

Mr. McAtuister. Yes, sir. 

Senator Busu. I recall that bill pretty well, and I remember that I 
introduced an amendment to the bill last year which would come 


pretty close to implementing the views that the witness has expressed 
ere, 


Mr. McA.uister. Yes, sir. 

Senator Bus. Regarding branching privileges. At that time I 
remember I based my position on 2 thi 1, that Congress should 
establish policy with respect to this matter which is now left to regula- 
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tion by the Board. The Congress should establish policy just as it 
does in connection with most all banking legislation and not leave it 
to the Board. Also that it should put these institutions on a parity 
with other institutions which engage in thrift-gathermg and home- 
financing. 

I still believe that is a sound policy, and I shall support that at the 
proper time when it gets to the Senate floor. 

Mr. Chairman, I am really very much concerned about this other 
matter that I spoke of earlier, and while we have Mr. McAllister here 
I want him to do a little explaining to us about this troublesome 
question. At least it troubles me very much. I want him to go 
back to this meeting in, I think it was California, a panel discussion. 

Mr. McAuuister. Yes, sir. 

Senator Busn. Which is referred to in this magazine which I have 
here, the California Savings and Loan League Savings and Loan 


Journal of April 1955. Mr. Davis apparently was presiding. He 
said: 


We have been open to questions from the audience up here, and I shall read 
the first one that came up. It is addressed to Walter McAllister. I understand 
that the Home Loan Bank Board is sitting tight on approving conversions. 


Will you explain first to me what is a conversion? 

Mr. McAuuister. A conversion is a conversion of a federally 
chartered association into a mutual State-chartered association. 

Senator Busn. Convert a Federal into a State mutual? 

Mr. McAuuister. A Federal into a State. 

Senator Buss. Mr. McAllister replies: 


You have heard Henry and Howard say that the most important thing before the 
savings and loan business is to secure the independence of the Board. Some 
criticism of some of these proposed conversions has been raised. The criticism 
has come from some of the things that have occurred or have been proposed in 
California. The statement is made that a group of people operating mutually 
and cooperatively build big reserves. Then the management and the directors 
become interested in acquiring those reserves. They convert that institution 
into a mutual company and then convert the mutual company in accordance 
with the State law into a permanent stock association. People who are on the 
“in” buy the stock for $100 or thereabouts and it has a book value of $200 or 
$300 and up. Now, I am not saying that this is the case— 


still quoting Mr. McAllister— 


IT am not at all unsympathetic with what has been done. All I want to do is to 
see that there is no stink stirred up or any suits in connection with a matter 
of that kind at this particular time. Consequently, as an individual member of 
the Board, I would not act favorably or unfavorably on any applications for con- 
version at this particular time. I have no objection to their being submitted and 
considered in accordance with the Board’s previous action as soon as we find out 
where we stand on this matter that I regard as most important. I believe from 
what I hear around that it would have been a rather fertile field of investigation 
and complaint against the savings and loan business. The fact that permanent 
stock associations are of interest to the business is demonstrated in the State of 
Illinois where a law has been passed but is not in rene because they feel that 
there is some question as to the constitutionality of the law. The law is going to 
be tested in court and carried on up to the supreme court of that State before any 
association will be chartered under that provision. 

The association men in the State of Washington are interested in providing 
their statutes for permanent stock associations and have asked what the require- 
ments are. I have no objections to permanent stock associations. 


Then Mr. Davis asked this question: 


I gather then, Walter, you are enough for private ope to realize with 
some favor the principle that has been demonstrated in California that where 
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managers of savings and loans have some capital at stake it is not a bad thing. 
In other words, you are thinking of the welfare of the whole industry. 


Mr. McAllister said: 


I believe that for the welfare of the whole industry it would be well not to have 
any particular investigation in connection with that right now. 

I ask you to explain all that to the committee. I am interested 
in it myself. I know you must have good explanation. 

Mr. McAuuister. A federally chartered association in the State of 
California—the managing officers and directors of it—are interested 
in converting it into a State-chartered association, and then under the 
law of California they can have a stock association. They can issue 
permanent stock, which makes it a stock company. There are a good 
many States in which associations can be formed as stock associations. 

Senator Busx. Allright. Do you mean to tell me that in California 
or any other State a mutually owned Federal savings and loan asso- 
ciation, can give up its Federal charter, become a State-chartered 
institution, and then capitalize that institution so that the managers 
or the directors or whatever they were under the Federal association 
can take over that surplus without paying for it? 

Mr. McAuuister. Well, it is not just exactly that. 

Senator Busu. Well, what is it? 

Mr. McA.uister. It is what I am going to try to explain to you. 
Where a State-chartered association has the right to convert into 
Federals, the reciprocal right is given Federals to convert into State- 
chartered associations. So a Federal association in any one of the 
States where conversion from State to Federal is authorized in turn 
can convert from Federal back to State. 

Senater Busu. All right. 

Mr. McAuuistrer. That is as a mutual association. 

Senator Busx. They can convert back to State? 

Mr. McAuuister. Correct. 

Senator Busa. Then under the State law they can incorporate? 
Is that right? 

Mr. McAuusrer. That is right. Under the State law they can 
amend their bylaws to provide for the issuance of permanent stock, 

Senator Busn. Se they can do that and then they can go in and buy 
oe stock at $100 a share when it may be worth $300 or $400 per 
share? 

Mr. McAuutster. Well—— 

Senator Bus. Is that permitted under State law? 

Mr. McAuuisrer. Yes, sir: 

Senator Dovetas. How many States besides California? 

Mr, McAuuister. Subject to, Senator—and here is where the 
difficulty comes in. I am not at ail unwilling to have this matter in- 
vestigated or discussed. I am going to say to you that it has been a 
matter of concern to the Board 

Senator Busan. Why has it been a matter of concern to the Board? 

Mr. AuuisteR. Because the Congress has placed the responsibility 
upon us, the Board, for approval of these conversions on an ‘‘equit- 
able basis’’—direct conversion to permanent stock. 

Senator Busu. Then you have been concerned about it because 
there was something wrong about it? 
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Mr. McA.xuisrser. No, sir, Because of the responsibility it places 
upon us and the difficulty to determine whether or not the conversion 
is a right and fair and proper conversion. 

Senator Busu. I yield to the Senator, but I do not want to yield 
the witness. 

Senator Bennett. I want to ask this question: What right has the 
Board to be concerned with conversion made by a State association? 
Do you have any power to concern yourself about the conversion of a 
State association? 

Mr. McAuuister. Only insofar as we are the trustees for the 
Federal Savings and Loan Insurance Corporation, which in all prob- 
ability is insuring the shares of that institution, 

Senator Bennerr. Then it is in your capacity as trustees for the 
insurance that you become concerned? 

Mr. McAuutsTer. Yes, sir. 

Senator Bennett. That is all. 

Senator Busn. Well, I ask you now, Mr. McAllister: You are a 
savings and loan man yourself? 

Mr. McA.uister. Yes, sir. 

Senator Bus. And a very responsible citizen of these United 
States in my opinion. But do you not think it is morally wrong for a 
situation to exist where under a Federal charter an organization can 
be formed and built up to $200, $300, or $400 of value which under 
the original conception should be the cushion for the depositors of 
the association and then that that can be transferred and a group of 
individuals who are in the management can grab that surplus for 
themselves? 

Mr. McA.uister. Yes, sir; that would be morally wrong. How- 
ever—— 

Senator Busu. Is it possible? 

Mr. McA.uister. No, sir; it is not. 

Senator Busu. What is it you are talking about here? That is 
what bothers me, because it looks to me like that is exactly what you 
are describing happenin 

Mr. McALuister. When the institution transfers to a State- 
chartered one and then into a stock company, we issue a requirement 
that the reserves—in other words, all the excess value in the institu- 
tion which determines the book value—must remain with the institu- 
tion for a period of not less than 15 years, and in the event of 
liquidation prior to that time must be distributed ratably to every 
shareholder who is still in the association who had stock in the associa- 
tion at the time of the conversion. We have quite a few other 
requirements. 

Senator Busy. Well, then, what does this statement mean, that 
people who were in on it can buy the stock for $100 or thereabouts 
and it has a book value of $200 or $300 and up? 

Mr. McAuuistrer. Well, all right. If an association with $1 
million in reserve, it is a mutual association, it converts to a State 
charter 

Senator Busa. What is its basic investment? 

Mr. McAuuister. Then the State law, we will say, for instance, 
requires for that particular institution a minimum of $250,000 of the 
Es ermanent stock, and they pay par for that permanent stock, let’s say. 

hen the book value of that permanent stock, if you consider the 
reserves of $1 million, would be 5 for 1. 
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Senator Busx. So in putting up $100, they acquire a value of $500. 

Mr. MCALLISTER. right, sir; yes, sir. 

Senator Busx. Do you consider that right? Do you think that is 
fair to the depositors or the shareholders, as you call them? 

Mr. McAuuister. However, the point I am making is they cannot 
acquire that $500 or withdraw it, because it is absolutely frozen in 
that institution. 

Senator Busx. But it is a part of their value. 

Mr. McAuuister. Yes—if they should liquidate. But they cannot 
liquidate. 

Senator Busu. It becomes theirs. 

Mr. McAuutsrer. Correct. 

Senator Busu. They have title to it. 

Mr. McAuuister. Correct. 

Senator Busu. Do you think that is right? 

Mr. McALuisTer. ae concerned about 

Senator Busn. Why are you concerned about it? 

Mr. McAuuister. Because if in an institution of that kind, if some 
shareholder became dissatisfied with the operation and he secured 
the services of an attorney, an attorney went into court and said that 
he was protecting the shareholders in that connection, and lo and 
behold I have defeated this proposal and the amount involved is 
$1 million and I have saved the shareholders $1 million, to wit, the 
reserves of that institution, and, Judge, I am asking for a 10 percent 
fee—so it is a very lucrative possibility. 

Senator Busn. You are concerned about it because it is wrong, 
isn’t that true? 

Mr. McAtuister. No, not necessarily. 

Senator Busan. Mr. Chairman, I think that is all I have to say. 
I am very much disturbed. I knew nothing about this business 
until it was called to my attention today. I am very sorry, and I 
am sure a lot of the Senators who were here last Friday would liked 
to have known about this when we were discussing some other legis- 
lation pertaining to this agency. I am very much disturbed about 
that. May I ask the witness one more question. What do you 
think we should do about this, to stop the possibility of that kind 
of a steal? That is about what it is. 

Mr. McAuusrer. No; I am not going to go along with you that far. 

Senator Busa. What is it? 

Mr. McAtuisrer. It is a legal operation. It is a perfectly legal 
operation. 

Senator Busu. Taking something that does not belong to you and 
a yours, legally. 

Mr. McA.uistEr. Well, is it yours if you cannot get it? 


Senator Busa. It is yours if you have title to it. 
Mr. McA.uisTeEr. Bub yen cannot acquire it. 


Senator Busu. I can it. 

Mr. McAutisrer. No, sir. You can sell it to somebody else—— 

Senator Busu. Yes. 

Mr. McAtuister. Perhaps. 

Senator Busu. Sure. 

Mr. McAtuster. It is not-——— oat 

Senator Busu. If I die, it is part of my estate. It has a value not 
of $100, but of the $300, $400, or $500. 
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Mr. McA.uusrer. I will admit it has a value generally above what 
it is sold for. But I am saying that the process is a process that is 
provided for by the statutes. , 

Senator Doveias. Mr. McAllister, you evidently do not think 
there is such a thing as legalized larceny, then. [If it is legal, it is not 
larceny, is that it? 

Mr. McAuuister. I prefer not to discuss that, Senator. 

Senator Busu. Is there anything that we ought to do about it, the 
Congress? 

Mr. McA.uister. Well, let me say to you that the Board is giving 
study and so are both trade associations to this particular situation. 
I am frank to say I don’t know the answer to it. I am concerned 
about it because I just don’t want to have some lawsuit come along 
and an article be written in the way in which some of them can be 
written that will leave an unfavorable impression and be certain to 
reflect unfavorably upon the savings and loan business. 

Senator Busu. My point is this. I think, Mr. Chairman, that 
this agency ought to advise this committee what they think should 
be done by the Congress to stop the possibility of that kind of monkey 
business. 

Mr. McAuuister. Well, we will be very glad——— 

Senator Busu. The gentleman refers to the fact that he doesn’t 
want ‘“‘any stink stirred up’’ or any investigation to take place, and 
I would be sympathetic with his feelings in that connection, knowing 
him. But I do think that we are entitled to a recommendation from 
your Board as to what the Congress should do about this situation, 
and we ought to have it quickly. 


Senator Frear. Senator Bush, I would like to ask Mr. McAllister, 
if this subject is put to the chairman of the full Banking and Currency 
Committee, requesting that you or your representatives of the Home 
Loan Bank Board come up and give an interpretation or fill in the 
members of the committee on things that they would like to know 
about, it would be in line with your thinking. 

Mr. McAuuister. I would be very glad to do it, I hated to make 


a suggestion of that kind, because the first thing that the committee 
will say is ‘‘Well, what is your answer.” 

Senator Frear. Well, I think in that case—— 

Mr. McAuutstmr. I would welcome thinking along that line and 
discussion of it. 

Senator Frear. I think the committee should be fair to you, you 
should have an opportunity to prepare an answer. 

(The following was received for the record :) 


JuNE 3, 1955, 
Hon. J. Auten Frear, Jr., 
Acting Chairman, Subcommittee on Banking, 
Benes Committee on Banking and owrrete, 
United States Senate, Washington 25, D. C. 

My Dear Senator Frear; At the hearing on §. 972 before the Subcommittee 
on Banking of the Senate Committee on Banking and Currency held on May 31, 
1955, the question arose of the conversion of Federal savings and loan associations 
into State-chartered associations, and more particularly into State-chartered 
savings and loan associations of the a stock type. I was requested to 
give the committee a statement of the manner in whic this operation is now 
being handled by the Home Loan Bank Board. 

These conversions are accom ed under section 5 (i) of the Home Owners’ 
Loan Act of 1933, as amended. For the convenience of the committee I am 
attaching a copy of this provision of the law, identified as exhibit A. Provisions . 





FEDERAL SAVINGS AND LOAN BRANCHES 27 


in the first paragraph relate to. the conversion of Federal associations into savings 
and loan associations under State law. If the resulting State association will be 
a “mutual,” then the conversion can be effected without the consent of the Home 
Loan Bank Board, or even in the face of objection by this Board. A few State 
laws require consent of the State supervisory authority for conversion of State 
associations into Federal associations. In such States the Board’s consent would 
be needed to effectuate conversion from the Federal to the State-chartered asso- 
ciation. 

It is possible, therefore, for a Federal association, under the law, to convert 
to a State-chartered mutual institution without consulting the Home Loan Bank 
Board, Thereafter, if it decides as a State association to reorganize .under 
pertinent State law into a permanent stock type of institution, there is no present 
way in which the Home Loan Bank Board can control the matter. Even as an 
insured institution, it would then be in the same category as any other insured 
institution in that State with a legal right to change its capital structure as au- 
thorized by the laws of the State. e Insurance Corporation would have 
authority to pass upon the forms of securities which the association as a capital 
stock association would issue and upon the bylaw provisions relating to securities. 

The second paragraph of the attached statutory provision is effective where 
there is a direct conversion from a Federal association into a permanent stock 
association. 

Ordinarily, a case is presented to us where the proposal by the Federal associa- 
tion is to proceed to convert into a state association of the mutual type and there- 
after reorganize under State law. In a few instances a request has been presented 
to us for direct changeover from a Federal savings and loan association to a 
State-chartered institution of the permanent stock type. 

Some of the early, proposals had features with which the Board was not in sym- 
pathy. A procedure was eventually worked out wherein each person having any 
money in the institution is given an opportunity to buy his share of the permanent 
stock issued by the state institution. In the case of direct conversion from a 
Federal association to a permanent stock State-chartered institution we have even 
required that each member be permitted to subscribe to one full share of permanent 
stock, as well as be entitled to purchase a greater amount, if his pro rata interest 
in the association warrants such, 

Attached, in more detail, is a statement of the steps involved in a transaction 
of this character, identified as exhibit B. 

There are some minor variations in cases in which the conversion is first to a 
State-chartered mutual institution and thereafter reorganized to permanent stock 
structure, occasioned by express provisions in the laws of the States. 

We feel, in cases that have been effected in the past, that every member of the 
institution has been fully advised of his rights in connection with these conversions 
and has been es the same opportunity as every other member of the institution 
to purchase the permanent stock of the State-chartered institution. _The plan 
contemplates, even if he does not desire to avail himself of his right to buy perma- 
nent stock, that nonetheless, if he merely keeps his savings in the institution and 
it should liquidate at any time within 15 years, he would still be entitled to receive 
his share of the reserves and undivided profits in existence at the time of conver- 
sion, as if liquidation had occurred at that time. 

In accordance with a suggestion made at the hearing, I am sending a copy of 
this letter to the Chairman of the Senate Banking and Currency Committee for 
the information of the whole committee with respect to Senate Bill 1800. 

Very truly yours, 


Water W. McA.uisterR, Chairman. 
Exursir A 
SECTION 5 (1) OF THE HOME OWNERS’ LOAN ACT OF 1933, AS AMENDED 


(i) Any member of a Federal Home Loan Bank may convert itself into a 
Federal Savings and Loan Association under this act upon a vote of 51 per 
centum or more of the votes cast at a legal meeting called to consider such action; 
but such conversion shall be subject to such rules and regulations as the Board 
may prescribe, and thereafter the converted association shall be entitled to all 
the benefits of this section and shall be subject to examination and regulation to 
the same extent as other associations incorporated pursuant to this aet._ Any 
Federal savings and loan association may convert itself into a savings and loan 
type of institution organized pursuant to the laws of the State, District, or 

erritory (hereinafter referred to in this section as the State) in which the prin- 
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cipal office of such Federal association is located: Provided, (1) That the State 
permits the conversion of any savings and loan type of institution of such State 
into a Federal savings and loan association; (2) that such conversion of a Federal 
savings and loan association into such a State institution is determined upon the 
vote in favor of sueh conversion cast in person or by proxy at a special meeting 
of members called to consider such action, specified by the law of the State in 
which the home office of the Federal association is located, as required by such 
law for a State-chartered institution to convert itself into a Federal association, 
but in no event upon a vote of less than 51 per centum of all the votes cast at 
such meeting, and upon compliance with other requirements reciprocally equiva- 
lent to the requirements of such State law for the conversion of a State-chartered 
institution into a Federal association; (3) that notice of the meeting to vote on 
conversion shall be given as herein provided and no other notice thereof shall be 
necessary; the notice shall expressly state that such meeting is called to vote 
thereon, as well as the time and place thereof, and such notice shall be mailed, 
postage prepaid, at least twenty and not more than thirty days prior to the date 
of the meeting, to each member of record of the Federal association at his last 
address as shown on the books of the Federal association and to the General 
Manager of the Federal Savings and Loan Insurance Corporation, Washington, 
District of Columbia; (4) that, upon the effective date of the conversion, the 
association has repurchased the total amount invested in its shares by the See- 
retary of the Treasury; and (5) that if, upon the effective date of conversion, 
the Home Owners’ Loan Corporation will hold of record shares of the associa- 
tion, its approval of the conversion has been obtained; (6) that, in the event of 
dissolution after conversion, the members or shareholders of the association 
will share on a mutual basis in the assets of the association in exact proportion 
to their relative share or account credits; (7) that such conversion shall be effec- 
tive upon the date that all the provisions of this Act shall have been fully com- 
plied with and upon the issuance of a new charter by the State wherein the 
association is located; it being provided that its act of converting into a State- 
chartered institution shall constitute an agreement to be bound by all the require- 
ments that the Federal Savings and Loan Insurance Corporation may legally 
impose under section 403 of title IV of the National Housing Act, as now or 
hereafter amended, and the association shall upon conversion and thereafter be 
authorized to issue securities in any form currently approved at the time of 
issue by the Federal Savings and Loan Insurance Corporation for issuance by 
similar insured institutions in such State, District, or Territory. 

In addition to the foregoing provision for conversion upon a vote of the mem- 
bers only any association chartered as a Federal savings and loan association, 
including any having outstanding shares held by the Secretary of the Treasury 
or Home Owners’ Loan Corporation, may convert itself into a State institution 
upon an equitable basis, subject to approval, by regulations or otherwise, by the 
Home Loan Bank Board and by the Federal devings and Loan Insurance Cor- 
poration: Provided, That if the insurance of accounts is terminated in connection 
with such conversion, the notice and other action shall be taken as provided by 
law and regulations for the termination of insurance of accounts. 


Exuisit B 


Each member in a Federal savings and loan association proposing to convert 
must be given a formal notice of the meeting called to vote upon the conversion 
disclosing fully the terms of the conversion and the rights of the member in 
connection therewith, all in form satisfactory to the Home Loan Bank Board. 

The plan of conversion must be acted upon at a special meeting called for that 
purpose, and be approved by a two-thirds vote of the members (by withdrawal 
value of their share accounts). 

The proxy to be used at the meeting to vote upon conversion must be a special 
proxy in a form acceptable to the Federal Savings and Loan Insurance Corporation. 

The plan must provide for the issuance of permanent stock in an amount equal 
to at least the minimum amount required by the laws of the particular State 
where such minimum amount is specified. In the absence of any ee require- 
ment in State law then it is required that permanent stock be issued in a minimum 
amount equal to 2 percent of total savings. 

All shareholders are given a right to subscribe to the permanent stock at par, 
or par plus a small premium, for a period of 60 days, each shareholder being 
given a right to subseribe to at least 1 full share with an additional provision 
that over and above this l-share subscription, if there shall be an oversubscrip- 
tion, then the subscription will be prorated against the member’s investment in 
the institution, The ordinary requirement is as follows: 
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“The shares of permanent stock will be offered for sale to share account. holders 
of the association pursuant to the following plan: 

“1. Each and all share account holders of the association shall have the priv- 
ilege of subscribing for one (1) or more full shares of permanent stock without 
regard to the certificate value of their respective share accounts in the association. 

“2. In the event the total amount of the subscription received shall-result in 
an oversubscription of said permanent stock, the said stock shall be allocated 
subject to the following conditions: 

(a) Shares of stock shall first be distributed on the basis of subscription 
warrants held; 

“(b) The remaining shares of stock, ii, any,.to which each subscriber shall be 
entitled shall be determined and distributed on the basis that each oversub- 
scriber’s account in the association bears to the aggregate amount of the accounts 
of all such oversubseribers in the association; provided, however, that each 
oversubseriber will alse be:given credit for the share values represented by the 
warrants transferred to him; 

‘‘(c) If the number of shares of stock representing the proportion to which any 
subscriber shall be entitled as determined pursuant to the provisions of paragraphs 
(a) and (b) immediately above shall include a fractional part of a share, fractions 
below one-half (4) shall be disregarded, and those of one-half (%) or more shall be 
raised to the nearest whole number; 

“3. In the event the total amount of the subscriptions received shall result in 
an undersubscription of permanent stock, each subscriber shall be permitted to 
purchase such stock in the amount of his subscription; whereupon the directors 
shall be authorized to receive subscriptions for any remaining authorized and 
unsubseribed permanent stock and shall be empowered, in their discretion, to 
determine the basis of the allocation of such remainine stock.” 

In connection with the rights to purchase permanent stock, members are given 
subscription warrants which are alienable so that, if desired, they may sell their 
rights. 

If, at the end of the 60-day period during which members may exercise their 
preemptive right to subseribe to permanent stock, there is an undersubseription, 
then the directors are authorized to dispose of such remaining permanent stock in 
their discretion. 

The plan of conversion requires that the reser es and undivided profits of the 
association, in existence at the time of the eonversion, must be established as a 
special reserve which is to be available only for meeting losses after all other re- 
serves and undivided profits are exhausted. In the event the converted associa- 
tion, within a period of 15 years after the conversion, should liquidate or be liqui- 
dated, the depositors in the association who were members of the association at the 
time of conversion and still continue as depositors shall be entitled te their pro 
rata share of such reserve except as the same may have been reduced by proper 
charges against such fund to meet losses, 

The plan further provides that untii an allocation is made by the directors with 
respect to permanent stock and the permanent stock is actually issued, the direc- 
tors have a right to abandon or suspend operation of the plan in their discretion. 


Senator Busu. Mr. Chairman, I do now request that this article 
from the Sunday Star be placed in the record at this point. 

Senator Frear. May I ask, Senator Bush, that it be placed at an 
opeeammee place in the record where it would not get into the text 
of the bill: 

Senator Busu. I just think that an appropriate place would be some 
place where it has been discussed, right here. 

Senator Frear. Well, if that is it, that is where it will be. 

(The article referred: to follows:) 


{Washington Star, May 29, 1955] 


Proposep Hovsine Chance Spirzs Feperar Orricrats | 
) _ (By. Robert, J. Lewis) 


A proposal for a far-reaching change in the Government’s housitig setup, 
scheduled to come before the Senate this week, has caused a major split among 
high administration officials, it was learned last night. 


63384—55——_3 
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Directly involved on opposite sides of the issue are the White House and a 
aa appointee, Walter W. McAllister, Chairman of the Home Loan Bank 
Board 

Mr. "McAllister, in his own words, is “leading the fight” to ee the Board 
as a separate agency with more independence t an now provided b 

Last Tuesday Mr. McAllister conceded in testimony before ro. House Banking 
Committee that he is aware President Eisenhower opposes the change. 

Lobbying for the measure are leaders of the United States Savings and Loan 
League, a trade association of the $25 billion savings and loan industry of which 
Mr. McAllister is a former president, 


“NO, 1 OBJECTIVE” 


The drive for the measure is the association’s ““No. 1 objective,” according to 
the present head of the group, J. Howard Edgerton of Los Angeles. 

Linked to the league’s fight for independent status for the Home Loan Bank 
Board are: 

1. The recent questionable practice of converting some savings and loan asso- 
ciations to stock companies and thus enabling “‘insiders’’ to profit from reserves 
originally owned by shareholders. 

2. A proposal to use up to 50 percent of premiums received by the Federal 
Savings and Loan Insurance Corporation for other purposes than to provide 
additional reserves for protection of Government insurance of savings deposits. 


CITED “DEFINITE CONVICTION” 


At a recent conference of the Savings and Loan \ Legense at Palm Springs, Calif., 
Mr. McAllister was asked why the Home Loan Bank Board was ‘‘sitting tight” 
on approving conversion of federally chartered savings and loan associations into 
State-chartered institutions. 

In reply, he repeated earlier statements of other savings industry officials that 
“the most important thing before the a and loan business is to secure inde- 

ndence of the Board,” and added, ing to a report of the session in the 

vings and Loan Journal: 


‘Some criticism of some of these proposed conversions has been raised.’’ 
STEMS FROM CALIFORNIA 


“The criticism has come from some of the things that have oceurred or have been 
proposed in California. The statement is made that a group of people operating 
mutually and cooperativel onan big reserves. Then the management and the 
directors become interes n acquiring those reserves, 

“They convert that institution into a mutual company and then convert the 
mutual company, in accordance with State law, into a permanent stock association. 

“People who are on the ‘ i. buy the stock for $100 or thereabouts, and it has a 
book value of $200, $300, and up. 

“Now I am not saying that this is the case. I am not at all unsympathetic 
with what has been done. All I want to do is to see that there is no stink stirred 
up or any suits in connection with a matter of that kind at this particular time. 

“Consequently, as an individual member of the board, I would not act favorably 
or unfavorably on any spree for conversion at this icular time * * *.” 

In contrast to Mr. Allister’s advoeacy of the bill calling for inde- 
pendent status for the Home Loan Bank Board, National Housing Administrator 
Albert M. Cole is leading the administration fight against the measure. 

Included in the pending bill is a plan to allow private home loan banks to acquire 
oe te tea $67 ion in of the Yetoval Savings and Loan Taiieher 

ration 
p to 50 percent of insurance premiums received by the Federal Savings and 
Loan Insurance Corporation would be used, under plan as introduced, to 


ect dividend payments indefinitely on private stock used to replace "the 
vernment capital. 


Mr. McAuuister. Mr. Cheleenann ay I say I did not.diseuss this 


with that representative at all have no relationship with the 
writer of that article. I did not see it until this eres whee some- 
body called my attention to it. I have not discussed that with that 
reporter. "8 
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Senator Busu. I never saw it. Well, it was only in yesterday’s 
aper. 

, Comatin Doveuas. Mr, McAllister, I regret that I was not here 
earlier in your testimony. There was another committee which I had 
to attend. Therefore, this question of mine may be beside the point. 
I have read your statement, and I realize that you are opposed to 
S. 972, but I am not quite certain of the purport of what you are in 
favor of. . Are you in favor of granting to savings and loan associations 
the same rights as to branches that private banks and mutual savings 
banks have under State law, or do you believe that there should be no 
statutory limitation upon branches, upon the creation of branches by 
savings and loan associations? 

Mr. McAuuister. Personally, I would prefer not to have any 
statutory limitation. I do not know of any real violent cases of 
complaint by virtue of what the Board has done. There are one or 
two things that have been done by prior Boards that our Board cur- 
rently will notdo. But if it is the wish of the Congress that legislation 
be passed, then I 90x that savings and loan associations should be 
given the same privileges that are given to all of their competing 
concerns and institutions. 

Senator Doveznas. This proposed regulation which you have on 
page 5 of your statement would give to savings and loan associations 
the right to establish branches anywhere, subject to administrative 
supervision, is that correct—Federal savings and loan associations? 

r. McAuuisrer. Yes, sir; provided the law of the State specifi- 
cally gives that same paviiegs to domestic savings and loan associa- 
tions, mutual savings banks, if there are any in those States, or com- 


mercial banks. And then eae one step further and ss that in 
ial b 


those States where comme anks operate chain or holding com- 
panies, that that. will be ed as a branch system, in spite of the 
fact that the State law might hold to the contrary. 

Senator Doveias. Now, let me see. The mutual savings banks 
are characteristic of New England and the Eastern States. 

Mr. McAuuisrer. Correct. They operate in 17 States, 

Senator Dove.as. The chain bank is characteristic of the Pacific 
Coast, the Southwest and the Northwest—isn’t that true, primase: 

Mr. McAuuister. Yes, sir, except that they have chain banking in 
Florida—I think that. is what it is called. 

Senator Doveias. And you would also include holding companies? 

Mr. McAuuister. Yes, sir. 

Senator Douauas. Well, in practice, then, in how many States 
would Federal savings and loan associations be prevented from estab- 
lishing branches under this tion? 

Mr. McAuutster. Two or four States. I don’t remember offhand. 

Senator Doveuas. In other words, it is virtually 

Mr. McAuuister. Virtually every State, yes, sir. On the other 
hand, if this bill, S. 972, were passed, associations would be prohibited 
in 24 States. 

Senator Dovetas. Did you follow the Congressional debate last 
year on virtually an identical bill, S. 975? 

Mr. McAuuisrer. Yes, sir. 

Senator Doucias. Do you remember the amendment which -I 
introduced? 

Mr. McAuuister. Yes, sir. 
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Senator Dove as. Well, your regulation and my amendment are 
approximately the same. 

Mr. McAuuister. Yes, sir. If a statute is to be enacted by the 
ters ts this proposal, S. 972, with your amendment, I think, will 
ye Tair. 

Senator Dovaeuas. I congratulate the Board. 

Mr. McAuuister. Thank you, sir. 

Senator Frear. Mr. McAllister, just from your past testimony here, 
this regulation that you have in the Federal Register now would per- 
mit branches by Federal savings and loan associations in any State. 

Mr. McA tuister. I think all but 2 or at the most 4. I don’t re- 
member exactly. 

Senator Frear. Would you object, you and your Board, if the name 
Federal Savings and Loan Association was changed to Federal Savings 
Bank? 

Mr. McA.uistErR. Well, there probably are some association execu- 
tives that would be in favor of it. A lot of them would be opposed to 
it. I know that there is some pressure to change the name from 
Federal Savings and Loan Associations to Federal Savings Associa- 
tions. I would have no objection to that. 

Senator Frear. Do you feel that the movement of the Federal 
savings and loan associations and State savings and loan associations, 
but primarily Federal savings and loan associations, is toward the 
trend of commercial banking? 

Mr. McAuutster. No. I will say this to you, though—that in the 
last 10 or 15 years, the attitude and opinion of those institutions on 
the part of the savings public has necessitated the change in operations 
on the part of associations, to wit, today they must maintain a larger 
degree of liquidity than they have ever maintained before, because 
more and more people have the feeling that money invested with them 
can be withdrawn at will. 

Senator Frear. Well, there hasn’t been anything on the part of 
the Home Loan Bank Board to deter that, has there? I mean haven’t 
you said that is quite all right. 

Mr. McAuutster. Well, our Board has made no change insofar as 
our attitude is concerned. 

Senator Frear. I am sure you have heard some of the advertising 
that has been on the radio and locally here as to the feeling that they 
have. Of course, that is done by the local board of directors. But 
is it to be assumed that the Home Loan Bank Board approves it? 

Mr. McAuutster. Well, the associations have been paying with- 
drawals on request without notice as a matter of practice for a long 
time. And if they are going to continue to do so, they have to be 
prepared to meet that responsibility. 

Senator Frear. But there has been a stimulated advertising cam- 
paign, has there not, recently, more so than in the past? 

Mr. McAuuister. I cannot answer that. 

Senator Frear. You do not think so? 

Mr. McAtuister. I don’t know—no, sir. - 

Senator Frear. Thank you, sir. Are there any further questions? 

Senator Dovetas. Mr. McAllister, I wonder if you would submit 
for the record the list of States which would be permitted to have 
branches under S. 972. ' 

Mr. McA.uster. Yes, sir. 





FEDERAL SAVINGS AND LOAN BRANCHES 33 


Senator Doveuas. The list. of States which would be permitted to 
have branches if Federal savings and loan associations were granted 
the same right as mutual savings banks and commercial savings 
institutions. And finally, those that would be covered under the 
regulation proposed by the Board and in the amendment which I 
submitted last year. 

Mr. McAtutster. Yes, sir. 

Senator Dove.as. In the debate last year, I think it was mentioned 
that only West Virginia would have been excluded under the regula- 
tion, because West Virginia, I believe, outlaws all forms of branch 
banking, chain banking, holding company banking, and so on. But 
it would be well to get the sphere of application. I would also 
appreciate it if you would list the number of Federal savings institu- 
tions in each of the States and their assets, and if you have the infor- 
mation the State savings and loan institutions for these States as 
well, so we can get an idea of the zone of application of these varying 
possibilities. 

Mr. McAuutster. I would be very glad to do so. 

Senator Frear. That has been requested previously. Your request 
may be a little broader, however, Senator. I fail to understand why 
you do not include the State of West Virginia. 

Senator Doveatas. Well, as of last year it was my information that 
the State of West Virginia savings and loan associations would not 
have been permitted to have branches either under the committee 
regulations or my amendment, which were the two broadest proposals 
made. If I am incorrect on that, fine. 

Senator Frear. I think that is right. 

Senator Bennett. Mr. Chairman, while we are talking about that, 
I had not noticed before that State savings and loan associations 
are not included in the schedule on page 6. You include all banks 
and mutual savings banks for comparison, but do not include State 
savings and loan associations. 

Senator Frear. I thought we had asked for that. 

Mr. McAuutsrer. The reason we do not include them on that list 
is that we have no control over the branches. 

Senator Bennerr. You have no control over the members of the 
Federal Reserve bank either. So I think the list is not complete or 
accurate unless that group is also included and broken down in the 
same way. 


Senator Frear. I think Mr. McAllister did say it would be supplied, 
Senator. 


(The information requested follows:) 


There was requested a list of the States wherein, under the language of 8. 972, 
Federal savings and loan associations could not be granted branches, These 
States are as follows: Alabama, Arkansas, Florida, Georgia, Idaho, Illinois, Iowa, 
Kansas, Kentueky, Stohige, Mississippi, Montana, Nebraska, Nevada, New 
Hampshire, New Mexico, North Carolina, North Dakota, South Carolina, South 
Dakota, Tennessee, West Virginia, Wisconsin, Wyoming. 

It was requested that a similar listing of States be prepared assuming the 
branch bill was predicated upon branching authority for commercial banks in 
addition to savings and loan associations and savings banks. That is, a bill which 
would permit a branch to a Federal association if a State-chartered commercial 
bank, a savings bank or a savings and loan association could have a branch under 
State law or practice in the State. Under a bill of this character, Federal savings 
and loan associations would not be permitted to have branches in the following 
States: Arkansas, Florida, Illinois, lowa, Kansas, Kentucky, Montana, Nebraska, 
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New Hampshire, North Dakota, South Dakota, West Virginia, Wyoming, 
Wisconsin. 

Also requested was a list of the States in which Federal savings and loan associ- 
ations could not have branches where the bill contained a provision, in addition to 
those outlined in the previous paragraph, whereby the operation of chain, group or 
affiliated banking would be deemed to be branch banking within the meaning of 
the bill. Under such circumstances Federal savings and loan associations could 
not establish branches in the following States: Montana, New Hampshire, West 
Virginia, and Wyoming. 

Under the provisions of the amendment to our regulations relating to branch 
offices which I read at the hearing, which provides as follows: 

“No application to establish a branch office will be approved by the Board 
where the location of such branch office, or the number of branches which the 
applicant would have if such application were approved, would not be permitted 
by law or practice in the State, district, or Territory in which the home office of 
the applicant is located with respect to branches or branch offices of any one or 
more types of financial institutions located in such State, district or Territory, 
authorized to provide savings, thrift, or home-financing facilities to the public: 
Provided, That the Board may approve, for a Federal association, as branch offices, 
any or all existing offices of two or more associations involved in any merger into 
such Federal association where any one or more types of financial institutions 
located in the State, district, or Territory, authorized to provide savings, thrift, 
or home-financing facilities to the public, could be permitted to do the same: 
And provided further, That, for the purpose of determining practice in any State, 
district, or Territory within the meaning of this section the operation of chain, 
group or affiliated financial institutions shall be regarded as the operation of 
branch offices, and the term branch office, for the purposes of this section, shall 
include any office of a financial institution at which savings may be received.” 
branches for Federal associations could not be established in the following States: 
Montana, New Hampshire, West Virginia, and Wyoming. 

Our records do not disclose any history of chain, group, or affiliate banking in 
the 4 States enumerated in the last 2 paragraphs. 

An additional question was asked concerning the number of branches that 
State savings and loan associations in the various States now operate. Unfor- 
tunately, our records are not of such a character as to disclose this information. 
Neither the Home Loan Bank Board nor the Federal Savings and Loan Insurance 
Corporation has been given the statutory authority which is available to the 
Federal Deposit Insurance Corporation and the Federal Reserve System to 
control or pass upon the establishment of branches of State institutions. _Conse- 
quently, the creation of branches by State savings and loan associations can be 
effected by them under the laws of their State without consultation or notification 
to us and we, therefore, do not have an adequate record of branch operations of 
State savings and loan associations. 

In writing this letter, it has struck me that possibly one answer I gave the 
committee should probably have been elaborated upon to some slight degree 
for the sake of complete accuracy. I was asked about approving the establish- 
ment of branch offices across State lines and stated that although one such branch 
had been approved by an earlier board there had been no others, and that it was 
not our policy to approve branches in such cases. This probably should have been 
supplemented by a statement with regard to the District of Columbia which we 
feel, because of its very limited size and the interrelation of the communities in 
the suburbs of Maryland and Virginia, to be in a somewhat different category 
than the 48 States. 

We have on 2 or 3 occasions approved the establishment by Federal savings 
and loan associations located in the District of branches in Maryland and have 
also approved the establishment of a branch in the District of Columbia by 1 
Federal savings and loan association located in Maryland. The District of 
Columbia has a reciprocity statute with rd.to branches of savings and loan 
associations. Until June’1, 1955, Maryland permitted foreign savings and loan 
associations to establish branches in Maryland and consequently, under the 
District. reciprocity statute, pees hse savings and loan associations could have 
branches in the District. Under the new provisions of Maryland law, it would be 
our policy to permit no further establishment of branches across the line between 
the Distriet and Maryland. Virginia ibits f buile and loan 
ciations from establishing branches in ia and we have nized the btiey 
enunciated in this statute. We have not authorized any District Federal savings 
and loan association to establish a branch in Virginia, nor a Virginia Federal asso- 
ciation to establish a branch in the District. 
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We were also asked for the number and total assets of Federal savings and loan 
associations and State-chartered savings and loan associations in the 24 States 
where 8. 972 would restrict the Home Loan Bank Board’s authority to grant 
branches to Federal savings and loan associations. Such a listing is attached 
hereto but limited, as to State-chartered associations, to those institutions which 
are members of the Federal Home Loan Bank System. There are some State- 
chartered savings and loan associations which are not members of the Federal 
Home Loan Bank System. Wedo not have exact information as to the number or 
total assets of these institutions but do not feel that this would, to any appre- 
ciable degree, affect, for the purposes of the committee, the value of the infor- 
mation contained in the attached statement. 


Member savings and loan associations, Dec. 31, 1954 
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Senator Frear. If there are no further questions, we thank you 
again, Mr. McAllister. 
(The prepared statement of Mr. McAllister follows:) 


STATEMENT OF WALTER W, McA.uistsR, CHAIRMAN, Home Loan Banx Boarp 


The bill, 8. 972, which is the subject of the hearing today, deals with the matter 
of branch offices of Federal savings and loan associations. Before proceeding to 
its consideration I should like once more to note the careful and sympatehtic 
consideration which the committee has given through the years to the sav and 
loan business. I am happy to ee that the instrumentalities which grew 
out of legislation that was molded and shaped by. the committee—the Federal 
Home Loan Bank System, the Federal Savings and Loan System, and the Federal 
Savings and Loan Insurance Corporation—are in excellent condition and are con- 
tinuing to make their substantial contribution to the sound growth of the country 
in the thrift and home-financing field. 

S. 972 would amend the present law so as to provide specific conditions under 
which a Federal association may retain, establish, or te a branch or branches. 
The principal effect of the legislation w be to limit the establish- 
ment of branches to those cases where a State-chartered savings and loan associa- 
tion or mutual sa bank under the same conditions would be permitted to 
establish or operate a ch. Te 1i08 

Specifi the principal limitation is stated as follows: 

“An may, with the approval of the Board, establish and operate new 
branches within the State in which the home office of such association is situated, 
if such establishment operation are at the time expressly authorized to State 
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savings and loan associations or mutual savings banks by the law of the State in 
question, or, in the absence of any such law, if such establishment and operation 
are at the time in conformity with the practice within the State with respect to 
branches of State savings and loan associations or mutual savings banks,’’. 

In addition, 8. 972 would not permit two merged institutions to keep both 
Offices, even though it would not increase the number of financial institutions in 
the community. It would prohibit branches from moving to new locations within 
the same municipality within a radius of 1 mile without the approval of the 
Board, as it may do at present. It would prohibit associations from establish- 
ing agencies for rental collections and real-estate management unless branches 
were permitted by State laws. All of these considerations, however, are over- 
shadowed by the effect the bill would have on branches for the handling of savings, 
and my discussion of the bill rests largely on an evaluation of the restrictions 
regarding branches of that type. 


PRESENT PROCEDURES FOR GRANTING BRANCHES 


Before discussing the merits of 8. 972, it is appropriate to describe the present 
procedure by which Federal associations obtain and operate branch offices. 

The Home Loan Bank Board recognizes and endorses the dual Federal and 
State system of savings and loan associations and now follows a policy whereby 
it will not approve an application for a branch office in any State where that State, 
by either its constitution, its statutes, or its practice, prohibits all types of financial 
institutions accepting savings from the public from having branches or additional 
offices, or chain, affiliated, or group operation. As the Board has adopted and 
intends to follow this policy, we do not believe that the proposed legislation is 
necessary. 

In considering applications for branch offices, the Board applies the same tests 
that it applies to applications for charters of Federal savings and loan associations. 
These tests are set out in section 5 (e) of the Home Owners’ Loan Act of 1933, as 
amended, which provides as follows: 

‘“‘No charter shall be granted except to persons of good character and respon- 
sibility. 

‘‘Nor unless in the judgment of the Board a necessity exists for such an institu- 
tion in the community to be served. 

“Nor unless there is a reasonable probability of its usefulness and success. 

“Nor unless the same can be established without undue injury to properly 
conducted existing local thrift and home-financing institutions.” 


FULL OPPORTUNITY FOR HEARING UNDER PRESENT PROCEDURE 


While the act dues not require it, the Board gives opportunity for hearings and 
the presentation of protests in connection with branch office appictiiens just as 


it does in connection with applications for new charters. If the application 
apparently meets the tests described earlier, a date is set for a hearing on the 
application, notice of the hearing is published in a newspaper of general circulation 
in the area in which it is proposed to establish the branch, and a copy of the notice 
is sent to the State supervisor. If no objections are filed within the time specified 
in the notice, the Board may dispense with the heairng. However, if objections 
are filed and if notice of intention to appear is given, then the case is set for hearing 
before a hearing officer in the Board room in Washington. 

At some hearings dozens of witnesses have ap and very voluminous briefs, 
arguments, and exhibits have been filed; extensions of time are granted, and in 
general the Board has leaned over backwards to make sure that interested parties 
are given the very fullest opportunity to State their objections to a proposed 
branch. Copies of the hearing record are made availiable to interested persons. 
We consistently follow this procedure, even though it is not specifically required 
by law or regulatior and even though it frequently involves considerable expense 
to the appliant association. In this connection I know of but few instances 
where savings and loan associations have ever been given an opportunity to 
eo their views on a proposed application for a branch of a commercial bank. 

otwithstanding this, representatives of commercial banks frequently present 
their views at hearings on applications for branch offices for Federal savings and 
loan associations and have never been denied this opportunity. We are not 
critical of any supervisory authority and we do not soe to ourselves into 
their affairs, but we wish to point out that this committee, if it is seeking to enact 
legislation which would put competition on an even basis, might consider a require- 
ment that no bank which is a national bank, a member of the Federal Deposit. 
Insurance Corporation, or a member of the Federal Reserve System be granted a 
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branch without public hearing, with published notice and an opportunity for the 
public, including savings and loan associations, to be heard. Based on this 
hearing, a determination would be made as to necessity, and whether the branch 
could be established without undue injury to existing financial institutions, includ- 
ing thrift and home-financing associations. Under such a measure the savings 
and loan associations would have the same provilege to be heard on the establish- 
ment of branches by banks that is accorded to banks when the establishment of 
branches by Federal savings and loan associations’is under consideration. As the 
situation is now, one might well question whether the Home Loan Bank Board 
should continue to accord to the commercial and savings banks a privilege which 
is not reciprocally extended by banking supervisors to savings and loan asso- 
ciations. 

The Board has felt that adherence to its well-known policy on branch offices 
was adequate, Dut in view of the apparent concern over branches from time to 
time, it has proposed to incorporate the policy into a regulation. 

The key specific language in the proposed regulation is as follows: 

“No application to establish a branch office will be approved by the Board 
where the location of such branch office, or the number of branches which the 
applicant would have if such application were approved, would not be permitted 
by law or practice in the State, district, or Territory in which the home office of 
the applicant is located with respect to branches or branch offices of any one or 
more types of financial institutions located in such State, district, or Territory, 
authorized to provide savings, thrift, or home-financing facilities to the public: 
Provided, That the Board may approve, for a Federal association, as branch offices, 
any or all existing offices of two or more associations involved in any merger into 
such Federal association where any one or more types of financial institutions 
located in the State, district, or Territory, authorized to provide savings, thrift, 
or home-financing facilities to the public, could be permitted to do the same: 
And provided further, That for the purpose of determining practice in any State, 
district, or Territory within the meaning of this section the operation of chain 
group or affiliated financial institutions shall be regarded as the operation of 
branch offices, and the term branch office, for the purposes of this section, shall 
include any office of a financial institution at which savings may be received.” 

This proposed regulation was published in the Federal Register of December 
19, 1953, and public hearing was held on February 1, 1954. In view of the 
pendency of the present bill and its predecessor, 8S. 975, in the previous Congress, 
we have not proceeded to final consideration of the proposed regulation. 

I shall now return to 8. 972 itself. 

The Home Loan Bank Board is opposed to the enactment of S. 972. Our 
opposition is based on two principal factors First, there is no need for any Federal 
legislation on the subject of branches; and secondly, the proposed legislation would 
arbitrarily and unwisely prohibit the establishment of branches for Federal 
associations in many of the States of the Union and would be contrary to the 
public interest and the national housing program. 

With respect to point 1, the enactment of S. 972 is unnecessary because the 
present procedures are fair and equitable and provide elaborate safeguards which 
in our opinion effectively insure against the unwise, harmful, or ill-advised operation 
of branches by Federal associations. It is believed that not one branch office 
which the Board had approved has lacked justification on the basis of the com- 
munity’s need or has caused undue injury to existing institutions. 

Restrictive legislation is not necessary for still another reason. Federal savings 
and loan associations have fewer branches relatively and absolutely than any 
other type of financial mstitution. This is an incontrovertible fact. The figures 
speak for themselves. Here is-a tabulation of branch offices maintained by 
Federal savings and loan associations, banks, and savings banks, as of the end 
of the last calendar year, the latest date for which we have found comparable 


figures. 
Tabulation of branches, Dec. 31, 1954 
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As we look at the figures which show approximately 16 branches for every 100 
Federal savings and loan associations as compared to 69 branches for every 
100 Federal Reserve member banks and 58 branches for every 100 savings banks, 
one wonders if the restrictive legislation is directed at the proper institutions. 

One of the most frequent purposes or possible justifications for legislation to 
restrict branch offices is related to the prevention of monopoly or prevention of 
the concentration of banking power. Here again we find that the Federal savings 
and loan system is the one least in need of legislation: The savings and loan 
business is one of the finest examples of small business. It is one of the few 
major industries or businesses in the country where no one unit represents as 
much as 1 percent of the total business. The largest savings and loan association 
in the country on December 31, 1954, had assets of only three-fourths of 1 
percent of the total savings and loan assets. 

While the largest 10 commercial banks have approximately 20 percent of all 
commercial bank assets in the country, and the largest 10 savings banks have 
aoe 24 percent of all savings bank assets in the country, the largest 

10 savings and loan associations have only about 5 percent of the savings and 
loan assets. Surely this is the business in which there is the very least danger 
of monopoly and concentration of power. Unlike other financial institutions, 
there is not ever an opportunity for indirect control and manipulation through 
holding companies, interlocking interests, stock control, and the other methods 
by which apparently independent companies are sometimes controlled in the 
financial world. 

Furthermore, as pointed out by the Uvited States circuit court of appeals in 
the case of North Arlington National Bank v.. Kearny Federal Savings and Loan 
Association (187 F. (2d) 564), the reasons which led to the decisions that under 
the original National Banking Act national banks could not have branches and 
which later led to their being given only a limited privilege are tied up with the 
historical reasons back of the establishment of national banks and the altogether 
different types of administrative control exercised over them. 

Savings and loan associations, the court noted, do not do a general banking 
business. They are set up under the declared congressional Sapo to provide 
thrift institutions and to provide for the financing of homes. he investment 
area, the court pointed out, is limited, and there is no danger of any single 
association becoming a giant ‘monopoly. 

Now with respect to the second point, that S. 972 should not be enacted because 
it would unwisely and arbitrarily restrict the establishment and operation of 
branches in half of the States. The Board has always been of the firm conviction 
that the primary justifications for the establishment of any savings and loan 
facility are necessity and public interest. We feel that every application should 
be considered on the basis of the best possible service to the community and to the 
public in general. __ 

Limitations in State statutes, such as to one branch for each association, or to 
a branch if the association applying is located in a city of over a certain population, 
would appear to be directed solely at prohibiting the growth of such associations 
rather than to the need of the facilities in the area and the Public interest. Such 
limitations in our opinion are not in keeping with section 5 of the Home Owners’ 
Loan Act of 1933. In the congressional debate on this section it was brought 
out that there were thousands of localities in the United States in which, under 
existing State law, savings and loan association facilities were not available and 
the absence of such facilities was one of the compelling motives for the adoption 
of that portion of the Home Owners’ Loan Act. The chartering of over 1,600 
Federal associations and the chartering of new State savings and loan associations 
has, to a significant degree, corrected the situation existing at that time, but it is 
not yet wholly corrected and there are still numerous communities unserved by 
savings and loan facilities. Some of these communities will remain unserved if 
branches are not permitted. 

Under S. 872 a Federal association could not obtain a branch regardless of 
public interest or community necessity in those States which do not permit State 
chartered savings and loan associations or mutual savings banks to operate 
branches. Since mutual savings banks operate in only about one-third of the 
States, that portion of the test is of limited significance. Our examination of the 
proposed bill and the various State laws leads us to the conclusion that Federal 
associations would be prohibited from branches or additional offices in 24 States. 
In some of these States savings and loan associations have not developed ade- 
quately and it is a virtual certainty that it will not become the ‘ice to have 
branches for State savings and loan associations. Ironically it is in some of these 
States where the need for new ; savings and loan facilities is probably the greatest. 
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In 16 of these 24 States where savings and loan associations are prohibited from 
having branches, commercial banks may have branches. In addition, there are a 
number of States in which chain banking for banks is permitted, and the resulting 
situation is virtually the same as branch banking. 

We do not think that the Congress would want to sound the death knell for 
branches of Federal associations in these 24 States simply because the State 
chartered savings and loan business does. not enjoy branch privileges under dis- 
criminatory State laws or for other reasons. On the other hand, Congress has 
repeatedly concerned itself with improving, stabilizing and smoothing out the flow 
of mortgage funds throughout the country. Savings and loan associations are 
now providing more than a third of all of the home loans in this country. That is 
a far larger portion than any other type of financial institution provides. Further- 
more, it is the only source of home funds which is continuous and regular and does 
not violently expand or contract as a result of outside forces such as changes in 
interest rates on Government bonds or corporate securities. 

It is well known that the move to the suburbs is continuing and that more and 
more of the business formerly done in central areas is being conducted in suburban 
shopping areas. These rapidly growing outlying communities are the very areas 
which need nearby and convenient home-financing facilities, but which frequently 
cannot in their earlier stages support a newly organized savings and loan associa- 
tion. 

In many of these communities banks will have branches, but this will not 
necessarily satisfy the need in the community as commercial banks as a whole do 
not engage extensively in making long-term home mortgage loans, and many 
such banks make very few of these loans, which is quite proper when the demand 
for commercial loans equals or exceeds the loanable funds of commercial banks. 
For every dollar that is saved in an association, about 92 cents goes into home 
loans in the community whereas only about 7 cents of the dollar deposited in 
commercial banks on the average goes into home financing. 

In summary I would like to say this. The whole question of branches has 
involved problems and controversies for almost as long as we have had banking. 
It is a delicate question to handle in practice and it is a delicate question to handle 
in legislation. 

As stated, we have proposed a regulation on branches and held a hearing. 
The hearing was attended by the board members, and the views of all concerned 
were heard. An opportunity was given for the filing of additional statements. 
We believe there is merit in some of the points made at the hearing and intend to 
give full consideration to the testimony and statements in the record. In any 
event, we believe the public interest is adequately protected by the board’s 
existing policy and practice. 

Therefore, the board respectfully suggests to this committee that you not 
approve 8. 972, as we believe it is not needed and would not serve the public 


interest. 

Senator Frear. Mr. Paul A. Warner, President of the Oberlin 
Savings Bank Co., Oberlin, Ohio. I assume you are representing the 
American Bankers Association. 

Mr. Warner. That is correct, sir. 

Senator Frear. Mr. Warner, glad to have you with us. Do you 
care to read your prepared statement or have it made part of the 
record and highlight it? It is a rather conservative, short statement. 

Mr. Warner. Well, I have in mind that most of this committee 
have been through this material under S. 975, and I have attempted 
to highlight it for that reason. 


STATEMENT OF PAUL A. WARNER ON BEHALF OF THE AMERICAN 
BANKERS ASSOCIATION 


Mr. Warner. My name is Paul A. Warner. I am President of the 
Oberlin Savings Bank Co., Oberlin, Ohio, which is a small commercial 
bank. We have slightly over $5 million of deposits, roughly half of 
which are savings deposits. Some years ago, I served as savings and 
loan supervisor for the State of Ohio, and subsequently as chief 
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examiner of the Federal Home Loan Bank Board. I appear today 
as chairman of the Committee on Federal Legislation of the Savings 
and Mortgage Division of the American Bankers Association. 

My own experience over many years as an officer of several small 
country banks has given me a close insight into the fears of many of 
our country banks if the Home Loan Bank Board or any other Federal 
agency is permitted to make its own rules and regulations without 
regard to the laws of the several States. As a former savings and 
loan supervisor, I believe their fears are valid. 

The proposed legislation is based on the wise and successful exper- 
ience of nearly a century of administration of national banks, and the 
much longer experience of balancing States’ rights and Federal 
prerogatives. It will correct the omission in the original statute of 
any provision regulating the creation of branches of Federal savings 
and loan associations. 

National banks came into existence in 1863. After long experience, 
Congress specifically provided that national banks should be per- 
mitted to have branches only if and to the extent that their counter- 
parts, the State-chartered commercial banks, are permitted under 
State law to have branches. To be consistent, Congress should apply 
this same principle to the dual savings and loan association system. 

When the Federal savings and loan association system was created 
in 1933, those in authority, in establishing Federal savings and loan 
association branches, followed for several years the principle which 
applied to national bank branches and observed whatever local State 
law or practice applied to the creation of branches for their State- 
chartered counterparts, which in these instances were the State- 
chartered building and loan associations. 

In more recent years, the Home Loan Bank Board, in authorizing 
the Federal savings and loan association branches has disregarded, and 
in some instances openly defied, State practices and even State statutes 
on the ground that such practices and such statutes were not applicable 
to Federal savings and loan associations. 

At hearings on S. 975 last year, the National Association of Super- 
visors of State-chartered savings and loan associations submitted a 
chart showing instances where the Home Loan Bank Board authorized 
branches in disregard of State laws. 

It is believed that the State supervisors of banking in every State, 
and the overwhelming majority of the bankers in the country, regard 
this assumption of authority as far more dangerous than the mere 
establishment of branches. If a board in Washington, from which 
lies no appeal, is permitted to create an inter-State system or even an 
intra-State system, of Federal savings and loan associations in contra- 
vention of State statutes and in disregard of States’ rights, it will 
canesaunie a grave threat to the dual system of Federal and State 
controls. 

The American Bankers Association has long defended the mainte- 
nance of the checks and balances inherent in the dual banking system 
as a protection to both Federally and State-chartered banks. S 972 
is a fair and simple bill which clarifies the situation by adopting this 
principle with respect to savings and loan associations. 

In creating the Federal Savings and Loan System, the Congress, in 
section 5 of the Home Owners’ Loan Act, expressly designated them 
to be “local thrift and home-financing institutions.” Thus, the 
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Federal savings and loan association is a distinctive type of thrift 
institution designed to be primarily of a local nature and to be a 
federally chartered counterpart of the State-chartered building and 
Joan associations. 

The American Bankers Association urges the enactment of Senate 
bill 972 on the ground that such legislation is needed: 

1. To correct the omission of any specific authority in the statutes 
with respect to branches of Federal savings and loan associations. | 

2. To spell out in the statutes the policies to be followed with 
respect to establishment of branches rather than leaving the decision 
as to what policies should be applied to the discretion of an admin- 
istrative board, the membership and philosophy of which are subject 
to change. ; 

3. To assure that in the establishment of branches there will not 
be a violation of States’ rights. 

I think that summarizes the thoughts that I have on the subject. 

Senator Frear. Thank you, Mr. Warner. Senator Bennett. 

Senator Bennett. I have no questions. 

Senator Frear. Senator Douglas. 

Senator Dovetas. Mr. Warner, when this matter came up last 
year, the information which we had available indicated that there 
were 16 States which permit commercial banks to have branches, 
and of course commercial banks accept savings and make loans for 
home building and home financing. But the pending bill would pro- 
hibit Federal savings and loan institutions from having branches in 
those States. Is it your contention that that restriction should be 
applied? 

Mr. Warner. It is our contention that the State should have a 
right to determine what is best for the institutions within that State. 

Senator Dovcias. Even where the States discriminate against sav- 
ings and loan institutions? 

Mr. Warner. Well, Senator, that word ‘‘discriminate’’- 

Senator Doveras. That is do not grant to the mutual savings and 
loan associations the same privilege as regards branches that they 
accord to commercial banks financing home building. 

Mr. Warner. I think the State has a right to determine what 
they want to do and what powers they want to give to these different 
types of institutions. 

Senator Doveras. Even when it imposes restrictions upon federally 
chartered institutions? 

Mr. Warner. Well, we have not had any difficulty with that as 
far as national banks are concerned. I don’t have any reason to 
believe that we will have any difficulty with that as far as Federal 
savings and loan associations are concerned, speaking legislatively. 

Senator Doveras. A great many of the mutual savings and Soe 
associations think that you would if this bill were to become law. 

Mr. Warner. Well, evidently there are some people who think that, 
but I don’t believe so. 

Senator Doveras. There are eight more States which permit group 
and chain banking, and yet such group and chain banks accept savi 
and make loans, finance home construction, and under this bill, Federal 
—— and loan associations would be prohibited from having 
branches or the equivalent to the banks jomed together in a chain or 
held by a holding company. 
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Mr. Warner. Well, Senator, I still think the State has a right to 
determine what powers they are going to give to different classes of 
institutions. But I don’t believe that a bank, a commercial bank, and 
a building and loan association, are alike in their structure simply 
because they take savings and make loans. Now, I mean by that, this: 
That if I invest in a building and loan association, that is an invest- 
ment. Primarily it is a participation in a pool of mortgages. And as 
such, I think it is good. But if I put my money in a savings account 
in a commercial bank, it is not the same thing. 

Senator Doveias. But most of the commercial banks and savings 
banks also make loans on real estate and for home construction. 

Mr. Warner. Yes, sir; we do; that is correct, But there is con- 
siderable difference in the type of institution that we are dealing with. 
One is a mutual participation in mortgage—— 

Senator Dove.as. Also the financing of short-term credit. 

Mr. Warner. Yes, sir. 

Senator Doveias. And the creation of credit for the movement of 
commodities through the process of fabrication and distribution. 

Mr. Warner. Yes, sir. 

Senator Doueias. Which the savings and loan associations do not 
have. Granted that your functions are those of savings and loan 
associations plus, nevertheless, the two types of institutions do com- 
pete with each other in the field of home construction. 

Mr. Warner. In a sense that is true. But they are not fighting 
each other. 

Senator Doveias. Well, you are competing. You are asking to 
have hobbles put on the savings and loan associations which you do 
not have imposed on you. 

Mr. Warner. No, sir. My concept of competition is trying to do 
a better job. And we have two different groups of people that we 
are working with. We are working with people who are investors 
and we are working with people who are depositors. And when we 
put this legislation together and try to group them into a bill like 
this, I don’t believe we should mix legislation having to do with bank- 
ing and building and loan and probably credit unions and mortgage 
companies, because it becomes confusing in legislation as it is in the 
public mind. Mr. McAllister just referred to the confusion in the 
public mind. And when we confuse it in legislation, I believe that it 
is still further confused. Because they are not the same type of insti- 
tution, and the State-chartered counterpart of the Federal savings 
and loan is the State-chartered pp and loan. 

Senator Doueitas. Mr. Warner, what is hap in the great 
metropolitan centers and to some degree the cities of lesser size is of 
course an expansion of population in the suburbs and the growth of 
new communities in the suburbs, with the cities themselves not growing 
and in some cases having a shrinking population. In those States 
where, under this bill, the savings and loan associations would be 

revented from having branches, your banks could go out and estab- 
ish branches in some 23 States or have affiliated institutions in the 
suburbs and in the new communities, but the savings and loan associa- 
tions could not do that. You would have to form new savings and 
loan associations out in the suburbs. Don’t = think that that would 
cripple the savings and loan associations? n’t you think it would 
shut off one source of growth from them? 
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Mr. Warner. Well, I think that was pretty adequately covered 
by the testimony under S. 975 and that testimony was given by 
Mr. Lyons, I think, of the National Association of Supervisors of 
State Banks. I am quite sure it covered that pretty extensively on 
page 54 of the oe where he went into that quite at some 
length. But essentially, I do not believe we can say that this State is 
right or wrong. We can say that they are different, and that there 
must be different reasons for it. 

Senator Dovetas. I have no further questions. 

Senator Frear. Your testimony must have been very effective, 
Mr. Warner. Thank you very much. 

Mr. Warner. I hope so. Thank you. I certainly want to thank 
you for the opportunity of presenting what little testimony I presented. 
~ Senator Frear. We were mighty happy to have you here, sir. 

Mr. Chmielewski, we have about 10 minutes left. 


STATEMENT OF ALEXANDER CHMIELEWSKI ON BEHALF OF THE 
NATIONAL ASSOCIATION OF SUPERVISORS OF STATE BANKS 


Mr. CumreLewskt. Well, I have already submitted one statement, 
Senator, and I have here a condensed statement. I could have it 
over with in 15 minutes. I also have with me Mr. Leete, the secre- 
tary of our association, and Mr. Hospelhorm of the legislative com- 
mittee, if you want to ask any questions. 

Senator Frear. We have some legislation in the Senate that is 
rather important this afternoon, wilt want the subcommittee 


members to be there. But we do have the privilege of meeting this 


afternoon, beginning at 2 o’clock, in P-38, the District hearing room, 
which is just off the floor. You can see that it is made for the benefit 
of the people taking the testimony rather than those giving it. But 
we hope you will bear with us so that we can be near the floor in case 
we are needed there. 

Mr. CumteLewski. We will do as you wish. 

Senator Frear. Suppose you utilize these 10 minutes now, sir. 

Mr. CHMIELEWSKI. All right. Thank you, Senators. 

Senator Frear. All right. If you will identify yourself, you may 
proceed. The entire statement that you have as testimony will be 
made complete in the record at the end of your remarks. 

Mr. CumieLewski. My name is Alexander Chmielewski. I am 
bank commissioner of Rhode Island and chairman of the legislative 
committee of the National Association of Supervisors of State Banks. 

Chairman Frear and Members of the Subcommittee: It is my 
understanding that you wish my oral testimony to be as brief as 
possible, but that my prepared statement and the three accompanying 
exhibits will be made available to the subcommittee and will appear in 
full in the pamphlet containing the proceedings of these hearings. 

I do wish, however, to take time enough on behalf of my colleagues 
in the National Association of Supervisors of State Banks to thank you 
for giving us this opportunity to be heard in favor of 5. 972, as 4 as 
as for the action of the Senate last year in passing this identical bill, 
then S. 975. 

It is not only desirable but necessary, we feel, that S. 972 should 
become law and place essentially the same restrictions upon the author- 
ity of the Home Loan Bank Board to approve branches of Federal 
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savings and loan associations which the McFadden Act, since 1927, 
has placed upon the Comptroller of the Currency in approving 
branches of national banks. National banks may only have branches 
to the extent that State banks may have them. It follows, logically, 
that Federal savings and loan associations should likewise be restricted 
to the branch powers of their opposite numbers in the State system, 
savings and loan associations and mutual savings banks. 

Senator Dovatas. Mr. Chairman, may I ask the witness a question 
at this point? Am I correct in my understanding that the rights of 
the Federal savings and loan associations in your home State of 
Rhode Island would not be affected by this bill? 

Mr. Cumretewski. That is right, Senator. . Rhode Island, Penn- 
sylvania, and West Virginia. 

Senator Dova.as. So that this bill does not raise difficulties in 
your State. 

Mr. CuMIELEwWSKI. No, sir. 

Senator Dovetas. Or in some 22 other States. 

Mr. Cumiecewski. That is right. 

Senator Dova.as. But the difficulties with the savings and loan 
associations would come in the other 23 or 24 States. 

Mr. Cumretewski. That is right. . 

Senator Dove.as. So that you are not stirring up any dovecotes 
at home by your testimony. 

Mr. Cumietewski. No. Iam glad you brought that up, Senator. 
I want to assure you of that. I have no personal interest in this. 

Senator Frear. Is that not shown in the tables? 

Mr. CuMieLEewskI. It is shown in the tables, yes, sir. The McFad- 
den Act recognized an essential principle of the dual banking system, 
namely, that in its very nature the States must be left free to set 
the branch patterns. 

Senator Douauas. Is there any difference in your mind between 
mutual banks and ordinary stock banks? 

Mr. CumieLtewskt. Well, yes. In the mutual banks, all the funds 
really belong to the depositors, while in the stock banks, of course, 
any who can invest in the stocks of such banks. 

Senator Doveras. Was it not the purpose of the McFadden Act 
to prevent a few big banks and a few big banking interests from 
monopolizing the banking facilities and system of the country? 

Mr. Cumretewski. Well, of course, that was back in 1927, and I 
was just about in the banking business at that time, so I don’t know 
a with the exception of my schooling, that it had been something 
like that. 

Senator Dovetas. I read the debate on the McFadden Act. | 
also read some speeches by Congressman McFadden, because as | 
remember he was quite a prolific s er. AsI remember his speeches, 
he was opposed to a few big banks controlling the banking system of 
the country, in the fashion that a few banks in Canada had through 
branch banking been able to largely control banking in that Dominion. 
But in the case of a mut association, who owns the mutual 
association? 

Mr. Cumiecewski. Well, all the depositors own the mutuals. 

Senator Dovetas. Therefore you do not have the same problem of 

ssible private monopoly when the mutual association takes im 

ranches because the depositors in the branches are equal owners 
along with the original group, isn’t that true? 
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Mr. CumieL_ewski. Exactly, sir. 

Senator Doveias. Well, I would suggest, therefore, that your ap- 
peal to the McFadden Act does not go back to the real purpose of the 
McFadden Act. 

Mr. CumreLewski. Well, I want to be sure of myself. If they— 
that is, the States—forbid branches, national banks may not. have 
them. If they permit branches on a restricted basis, national banks 
respect the restrictions. If a State chooses to grant branches to sav- 
ings and loan associations but to refuse them to banks, as some do, 
national banks follow the State law relating to banks, not as it relates 
to savings and loan associations. 

The Home Loan Bank Board, however, has not been following this 
pattern. It has been granting many branches which a State mutual 
thrift institution, similarly situated, could not have under the State 
law or practice. Of the 260 branches‘authorized by the Home Loan 
Bank Board since its inception, 58 or over 22 percent were permitted 
beyond the State law or practice for State-chartered savings and loan 
associations. 

In my prepared statement on pages 2 and 3 I have called attention 
to the regulations proposed by the Home Loan Bank Board on Febru- 
ary 1, 1954, and to the attempt made to amend S. 975 when it was 
debated in the Senate in May 1954, to incorporate these regulations. 
Had this attempt succeeded, the Home Loan Bank Board would have 
been empowered to grant branches to Federal savings and loan asso- 
ciations in accordance with the least onerous restrictions placed by the 
State in question on branches of all three types of State financial 
institutions. Moreover, even if a State forbade branches to savings 
and loan associations, mutual savings banks, and commercial banks, 
if it permitted chain, group, or affiliated financial institutions to operate 
within the State, the Home Loan Bank Board could still authorize 
branches to Federal savings and loan associations. 

Although this amendment was defeated in the Senate last year, it 
has been revived in a bill now before the House Banking and Currency 
Committee, H. R. 4527. 

As we are anxious that S. 972 should not be amended in this way 
and that passage of H. R. 4527 should be discouraged, we have pre- 
pared certain data to help demonstrate the inadvisability of such an 
amendment. We have revised through December 31, 1954, the table 
which we had previously submitted at the hearings on S. 975, showing 
the branch powers in each State of commercial banks, mutual savings 
banks, and savings and loan associations. We are also presenting a 
study of H. R. 4527 to bring out the unfortunate effect it would have, 
if passed, upon State-chartered financial institutions. 

From the summary on the last page of the table on branch powers, it 
appears that in 17 States, State-chartered savings and loan associa- 
tions do not have as liberal powers as commercial banks. They have 
greater powers in 22 States, and are on an equal basis in 11. In 9 of 
the 11, Leudches are prohibited to both types of institutions. 

Mutual savings banks exist in only 17 States. Their branch powers 
are inferior to those of commercial banks in 8, and are on an equal 
basis in 9, with branches prohibited to both in 3 of the 9. _ 

Since, under H. R. 4527, Federal associations would enjoy the most 
liberal powers of the State institutions where they are located, they 
would have an advantage over State-chartered savings and loan 

63384—55——4 





46 FEDERAL SAVINGS AND LOAN BRANCHES 


associations in 17 States and over commercial banks in 22, and would 
also have an advantage over savings banks in 8 of the 17 States where 
the latter operate. 

In addition, there are the disadvantages to the State institutions 
implicit in the provision in the proposed regulations and in H. R. 4527 
about the effects of the operation in a State of chain, group, or affiliated 
financial institutions. 

As I have set forth on page 4 of my prepared statement, holding 
companies operate in at least 29 States. In our study of H. R. 4527 
we show that in three States, Pennsylvania, Rhode Island, and West 
Virginia, Federal associations would have equal branch powers with 
the State institutions. In all the rest, their powers would be greater 
than those of 1 or more of the 3 t of State institutions. 

There are 18 States where by law or practice branches are not 
permitted to 1 or more of the 3 types. In these States, Federal 
associations would be permitted to operate branches although one 
or more of the State institutions could not. In 11 of them no State 
institutions may have branches. 

If S. 972 should be amended to conform to H. R. 4527 or no bill is 
passed and the regulations proposed by the Home Loan Bank Board 
are made effective, Federal associations will be given an advantage 
over 1 or more types of State institutions in 47 of the 50 jurisdictions, 
in many instances over all types of State financial institutions. 

By its resolution, which H. R. 4527 would make law, the Home 
Loan Bank Board has expressed an intention of acting in a manner 
not compatible with the dual banking system which its present and 
former members have professed to support. By its very nature the 
dual system requires the patterns of branch banking to be set by each 
State and followed by the Federal authorities. The people of each 
State should be permitted to decide whether they want their financial 
institutions to have branches and, if so, under what restrictions. If 
they wish to permit certain types of institutions to have more branches 
than others, that is their right. Each State’s freedom of choice to 
deal with its own affairs should be inviolate. 

H. R. 4527 and the regulations would abridge this right. They 
would say to the States, ‘‘Unless you give all your financial institutions 
equal branch powers, they will be subjected to the competition of 
Federal associations with greater powers. Moreover, they will have 
powers which none of your institutions possess if you prohibit branches 
but chain or group banking operates in your State.’’ In other words, 
it would substitute the eal level of Federal uniformity for each 
State’s freedom of choice. 

Senator Doueias. May | ask the witness a question, Mr. Chairman? 
Do you view with any ne the spread of chain and holding 
company banking on the Pacific Coast, in the Southwest, and in the 
Northwest? 

Mr. Cumretewski. Yes; I would. 

Senator Dovexas. I compiled some figures last year, based on a 
staff report to subcommittee 5 of the Committee on the Judiciary, 
House of Representatives, 82d Congress, second session, in the year 
1952, page 40. Those figures seem to be very startling and to the 
point. In Minnesota, for example, 59.6 i of the deposits of the 
commercial banks in the State were held in group ba: ost 60 
percent. In Montana, it was 44 percent; in North Dakota, 32.6 
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percent; South Dakota, 32.9 percent; in Nevada, 76.7 percent. 
Those are States where in effect you have branch banking through 
the holding company device or the chain device, and under the bill 
which you are recommending, savings and loan associations would not 
be permitted to have branches in those States. Isn’t it necessary, in 
order to develop some degree of competitive banking in those States, 
that you give some Federal protection to the savings and loan associa- 
tions? You are in a State which would not be affected by this bill. 
But there are other States which would be very seriously affected. 
We have to view this froma national point of view and nor merely as 
it affects one particular State. 

Mr. Hosps.tHorn. I do not feel, Senator, that there is a competi- 
tive position between a commercial bank and a mutual savings 
institution or a Federal savings and loan association or a State loan 
association. 

Senator Dovetas. May I follow that up. Don’t all of those types 
of banks make loans upon real estate and for the financing of con- 
struction? 

Mr. HospretHorn. Yes. 

Senator Doveuas. Therefore are they not competitive to that 
degree? 

Mr. Hospe.Horn. On that side of the picture, they are competitive. 

Senator Doveias. Granted that in the creation of credit and in the 
financing of the fabrication and distribution of commodities, that is 
an exclusive field for the commercial banks, and granted that in the 
field of flotation of corporate securities, that that is a field for the 
banks, trust departments of banks and so forth, as distinguished 
from the savings and loan associations. Nevertheless, are they not 
competitive, these types of institutions, in the field of real estate and 
home construction, home finance, which is, of course, an extremely 
important field? 

Mr. Hospe.tHorn. To the extent of their thrift departments. they 
are direetly competitive. 

Senator Dovetas. That is the point I want to make on that. 

Mr. Cumrecewski. The existence of these holding companies does 
not give branch powers to any type of State financial institution nor 
does it give such powers to national banks. If Federal savings and 
loan associations are given branch powers when bank holding com- 
panies operate in a State which forbids branches to one or all types 
of State financial institutions, such action may well prove the opening 
wedge for similar powers for other federally chartered institutions, 
national banks, for instance. It would mark the end of any effective- 
ness in the dual system. 

According to the chart on the last two pages of my prepared state- 
ment, banks controlled by holding companies in Illinois, for instance, 
constitute five-tenths of 1 percent of all commercial banks in that 
State while their deposits amount to six-tenths of 1 percent of the 
deposits of all commercial banks in Illinois. Yet under H. R. 4527 
this almost microscopic holding company activity would permit 
Federal associations to have branches in a State which prohibits 
branches to all types of State banking institutions. 

It is small wonder that the Senate rejected this amendment by a 
vote of 58 to 14. I trust that its reincarnation in H. R. 4527 will be 
rejected just as decisively. 
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Senator Doucias. You are speaking of the parliamentary history 
of the amendment which I offered last year. May I ask you what was 
the parliamentary record of the bill identical with S. 972 in the House? 

Senator Frear. Why don’t you let the one whom it won’t embarrass 
answer that. I could tell the Senator, as everyone here knows, that 
S. 975 passed the Senate Banking and Currency Committee and passed 
the Senate of the United States with a fair majority of votes, and was 
not accepted in the House of Representatives. 

Mr. CumreLewskt. Thank you, Senator. 

Senator Dovatas. I thought since the.witness was paying such 
meticulous attention to the parliamentary history of this measure in 
the Senate, for the sake of completeness it might be well if a record of 
the action of the House were made a part of the record of this hearing 
as well. 

Mr. Cumrecewski. I am grateful to Senator Frear for that ex- 
planation. 

Another amendment was rejected by the Senate last year when 
S. 975 was debated. It would have permitted a Federal savings and 
loan association in any State to have branches subject to the least 
onerous restrictions with respect to number and location as may be 
imposed by the law of the State or the practice therein with respect 
to branches of State savings and loan associations, mutual savings 
banks, or State banks and trust companies. This amendment has 
been revived in another bill now before the Committee on Banking 
and Currency of the House of Representatives. It is H. R. 3454. 
Our final exhibit is a study of the effect of this bill on State institutions. 

With the holding company feature eliminated, the number of States 
where Federal associations would have equal branch powers with all 
three types of State financial institutions would be raised from 3 to 11. 
Nevertheless, even under this bill, there would still be 39 jurisdictions 
where Federal associations would have «n advantage over one or more 
of the three types of State institutions. , 

Moreover, the bill would still infringe upon the right of each State 
to make its own decision on the extent to which it is willing to grant 
branch privileges to mutual institutions in contrast to commercial 
banks. There are three different types of State approaches to this 
problem. There are nine States which unconditionally prohibit 
branches to all types of banking imstitutions. There are six that 
permit branches to banks and savings and loan associations, and to 
mutual savings banks, if any, on a statewide basis. Then there are 
35 that are in a mixed category. They allow some branches, but they 
do not allow them statewide and they do not allow them uncondi- 
tionally to all types of institutions. It is a fair question, no doubt, 
as to which of these approaches is the right one. Probably none of 
them are entirely right. They are different. Each has its own special 
ends that it seeks to serve. 

In this country we are united in a great many things, but we also 
permit a great deal of individualism to exist, too. In nothing is this 
individualism more individual among the States than in the matter of 
branches. A judge of the Supreme Court said a few years ago that 
a large regard for individual variations is the essence of democracy. 

So we do not maintain that the branch statutes im every State are 
ideal. We do maintain, however, that it is for the citizens of each 
State, not the Home Loan Bank Board, to determine how they should 
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be changed. The proposed regulations and these bills, H. R. 4527 
and H. R. 3454, would give many of the States the dubious choice of 
amending their statutes in conformity or permitting their own institu- 
tions to be placed at a disadvantage in relation to Federal associations, 
very probably losing some of them through conversion to Federal 
charter. 

If any Federal instrumentality is to depart from the tenets of the 
dual banking system, it should not do so through the unilateral action 
of its own governing body. We suggest that the Home Loan Bank 
Board is not equipped to deal with this subject objectively. It 
concentrates on one type of financial institution, savings and loan 
associations. In its zeal to promote what it considers the welfare of 
the Federal associations, it is prone to overlook the rights of other 
types of financial institutions, even those of State-chartered insured 
savings and loan associations. 

The board cannot even be depended upon to abide by its own pro- 
posed regulations. In a decision just made in New York State it 
has permitted a Federal savings and loan association to have a branch 
in a situation where neither a State-chartered savings and loan asso- 
ciation, nor a mutual savings bank, nor a commercial bank, State or 
national, could have a branch under the State statute which national 
banks must also observe. 

Senator Dovetas. What case was that? 

Mr. Leetre. That was the case, Senator Douglas, of the Lynbrook 
Federal Savings and Loan Association. It was given authority to 
have a branch in Garden City, N. Y. Now, neither a State-chartered 
savings and loan nor a mutual savings bank in Lynbrook could have 
a branch because of population restrictions. A commercial bank 
could not have a branch in Garden City because there is already 
located there the head office of another commercial bank. 

r. CHMIgELEWsKI. It seems obvious in view of the past actions 
and future intentions of the Home Loan Bank Board that the Con- 
gress should step in and lay down the ground rules of branch authority. 
The Congress is charged with the duty to seek the welfare of all the 
people, not merely that of certain groups. It is deeply appreciated 
by the members of this national association that the Congress has 
taken steps in this direction through last year’s Senate action and this 
hearing now being held, As a result of the hearings, and debates in 
both Houses, Congress will be able to act in the general interest, as 
it has previously done in relation to branches of national banks. 
S. 972, which would place branch powers of Federal savings and loan 
associations on a parity with those of their opposite numbers in the 
State system, State-chartered savings and loan associations and mutual 
savings banks, seems to us to be equitable and just. We hope that 
your committee will report it out unchanged. It will prevent further 
invasion of State’s rights by the Home Loan Bank Board, and at the 
same time will cant th long drawn-out controversy over branches of 
Federal savings and loan associations in a manner fair to all concerned. 

Thank you very much. 

Senator Frear. Senator Douglas. 

Senator Doveias. No questions. 

Senator Frear, Senator Bennett. 

Senator Bennerr. No questions. 

Senator Frear. Thank you very much, sir, for your testimony. 
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(Mr. Chmielewski’s prepared statement follows: ) 


STATEMENT OF ALEXANDER CHMIELEWSKI, NATIONAL ASSOCIATION OF 
Supervisors OF State Banks 


Chairman Robertson and members of the subcommittee, my name is Alexander 
Chmielewski. I am bank commissioner of Rhode Island, and chairman of the 
legislative committee of the National Association of Supervisors of State Banks. 
My address is 49 Westminster Street, Providence 3, Rhode Island. I wish to 
express the appreciation of our members to this subcommittee for granting the 
opportunity to present our position in support of 8. 972. 

he National Association of Supervisors of State Banks is composed of the bank 
supervisors of the 48 States, the territory of Hawaii, and Puerto Rico. As at 
December 31, 1954, there were under State supervision 9,507 banks with total 
assets of $115,898,998,000, approximately one-half of the banking assets of the 
country. Thirty-two of our members also supervise State-chartered savings and 
loan associations, while in 16 of the other 18 jurisdictions the persons responsible 
for the supervision of savings and loan associations are members of the National 
Association of State Savings and Loan Supervisors which also favors this legis- 
lation. 

8S. 972 would amend the Home Owners’ Loan Act of 1933 by setting forth 
specifically the power of the Home Loan Bank Board to authorize branches of 
Federal savings and loan associations. It is the exact counterpart of 8. 975 
which passed the Senate in the 83d Congress, and has the hearty endorsement of 
this national association. 

It would restrict the power of the board in this respect to the least onerous 
law or practice governing branches of State-chartered savings and loan associations 
and mutual savings banks in the States in which Federal associations are operating. 
We urge that the bill be reported favorably by this subcommittee in exactly the 
present form which is the way its counterpart passed the Senate on May 20, 1954. 

Fundamentally, legislation on this subject is needed because Congress has not 
yet defined the power of the Home Loan Bank Board over branches of Federal 
savings and loan associations. It is desirable that this power be set forth as 
specifically as is that of the Comptroller of the Currency in relation to national 
banks. In 1927 the McFadden Act was passed, which for the first time permitted 
him to grant to national banks authority to establish branches but subject to the 
limitations imposed by State law for State banks (44 Stat. 1228; 12 U. 8S. C. sec. 
36). In 1932 the Congress again debated the statute and reaffirmed its provisions 
(sec. 23 of the Banking Act of 1933, 48 Stat. 189, amending Rev. Stat., sec. 
5155; 12 U. 8. C., see. 36). 

The MeFadden Act recognized an essential principle of the dual banking system, 
namely, that in its very nature the States must be left free to set the branch pat- 
tern. if they forbid branches, national banks may not have them. If they permit 
branches on a restricted basis, national banks respect the restrictions. If a State 
chooses to grant branches to savi and loan associations but to refuse them to 
banks, as some do, national banks follow the State law relating to banks, not as it 
relates to savings and loan associations. 

The Home Loan Bank Board, however, has not been following this pattern. 
Tt has been granting many branches which a State mutual thrift institution simi- 
larly situated could not have under the State law or practice. The National Asso- 
ciation of State Savings and Loan Supervisors has made a study of branches estab- 
lished by Federal savings and loan associations between cember 1945 and 
December 31, 1954. This statement will, we understand, be made available to this 
committee. Of particular significance is the fact that 58 of these branches in 8 
different States were permitted beyond the State law or practice for State-chartered 
savings and loan associations, Applications for more such branches are pending 
which will go beyond State limitations if granted. 

On February 1, 1954, the Home Loan Bank Board held a hearing on its Resolu- 
tion No. 6672 dealing with new regulations which it proposed to place ineffect 
governing branch offices and agencies. This resolu was published in the 
Federal Register on December 15, 1953. 

The proposed regulations provide, among other things, that: “No application 
to establish a branch office will be roved by the board where the location of 
such branch office, or the number of brassiae which the applicant. would have if 
such application were approved, would not be permitted by law or practice in the 
State, district, or Territory in which the home office of the applicant is located with 
respect to branches or branch offices of any one or more types of financial institu- 
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tions located in such State, district, or Territory, authorized to provide savings, 
thrift, or home-financing facilities to the public * * *.” 

It is further provided— 

“That, for the purpose of determining practice in any State, district, or Territory 
within the meaning of this section the operation of chain, group, or affiliated finan- 
cial institutions shall be regarded as the operation of branch offices and the term 
branch office for the purpose of this section shall include any office of a financial 
institution at which savings may be received.’’ 

When S. 975 was debated in the Senate in May 1954, an amendment was offered 
which would have changed the bill to conform generally to these proposed regula- 
tions. It would have made the bill read from page 2, line 11, to page 3, line 3, 
“An association may, with the approval of the Home Loan Bank Board, establish 
and operate new branches within the State in which the home office of such associa- 
tion is situated, if such establishment and operation are at the time expressly 
authorized to any financial institution by the law of the State in question, or, in 
the absence of any such law, if such establishment and operation are at the time in 
conformity with the practice within the State with respect to branches of any 
financial institution, except that no approval of the State authority having super- 
vision over any financial institution shall be required, and such new branches shall 
be subject to the least onerous restrictions-with respect to number and location as 
may be imposed by the law. of the State or the practice within the State with respect 
to branches of any such financial institution: Provided, That in any State where the 
law expressly prohibits branches or, in the absence of any such law, the establishment 
and operation of branches are net in conformity with the practice within the State, if 
the Board determines that chain, group, or affiliated financial institutions operate 
within the State, a Federal savings and loan association may with the approval of the 
Home Loan Bank Board establish and operate new branches not more than 50 miles 
from its home office.’’ [Emphasis supplied to indicate new matter.] 

This amendment was defeated in the Senate by a vote of 58 to 14. It has, 
nevertheless, been revived this year in a bill now before the Committee on Banking 
and Currency in the House of Representatives. It is H. R. 4527 and is believed 
substantially to reflect the views of the Home Loan Bank Board. Any attempt 
to amend §. 972 to conform to the provisions of H. R. 4527 should be defeated for 
the following reasons. 

With reference to the first part of the amendment cited above, it.is apparent 
that in States where the various types of financial institutions have different 
branch powers, one or more of them would be at a disadvantage in relation to 
Federal savings and loan associations because the latter, under the provisions of 
H. R. 4527, would enjoy the most liberal branch powers possessed by any of the 
State institutions. 

A table which we submitted at the hearings before the subcommittee on Secur- 
ities, Insurance, and Banking, on 8S. 975 was compiled by the national association 
to determine the facts. The data presented were as at December 31, 1952. 
This table has now been revised through December 31, 1954, and includes changes 
in State laws passed during the interim. It accompanies this statement. 

It is entitled “Branch Powers of State Chartered Savings and Loan Associations 
and Mutual Savings Banks Com With Those of Commercial Banks.” For 
each State, Hawaii, and Puerto Rico, the branch powers of these three types of 
financial institutions are summarized. In the columns at the right it is indicated 
whether savings and loan associations and mutual savings banks are at an ad- 
vantage, at a disadvantage, or on an equal basis with commercial banks as to 
branch powers. 

It appears from the summary on the last page of the table that in 17 States 
State-chartered savings and loan associations do not have as liberal branch powers 
as commercial banks. They have greater powers in 22 States, and are on an equal 
basis in 11. In nine of the last mentioned, branches are prohibited to both types 
of institutions. 

Mutual savings banks exist in only 17 States. Their branch powers are inferior 
to those of commercial banks in 8, and are on an equal basis in 9, with branches 
prohibited to both in 3 of the 9. 

Since, under H. R. 4527, federal associations would enjoy the most liberal 
powers of the State institutions where they are located, they wou!d have an ad- 
vantage over State-chartered savings and loan associations in 17 States and over 
commercial banks in 22, and would also have an advantage over savings banks 
in 8 of the 17 States where the latter operate. 

_ There is still to be determined the effect of the provision concerning the opera- 
tion of chain, group, or affiliated financial institutions. In this connection I 
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should like to call your attention to a table appearing in the Congressional Record 
on May 20, 1954, on page 6530. A copy of this table appears on the last e of 
this statement. It presents statistics on holding company groups. more 
detailed study also appeared in Part 1 of the hearings before the Committee on 
Banking and Currency of the United States Senate on June 10, 11, and 12, 1953, 
concerning bank holding companies. On pages 44, 45, 46, and 47, of the pamphlet 
in which these hearings were reported there are tables showing the banking offices 
and deposits of 34 holding company groups as at December 31, 1952. I mention 
them only because they include Kansas which was not in the table printed in the 
Congressional Record. 

A review of these data will reveal that holding companies operate in the follow- 
ing States: Arizona, California, Fiorida, Georgia, Idaho, Illinois, Iowa, Karsas, 
Massachusetts, Michigan, Minnesota, Missouri, Montana, Nebraska, Nevada, 
New Hampshire, New York, North Dakota, Ohio, Oklahoma, Oregon, South 
Dakota, Tennessee, Texas, Utah, Virginia, Washington, Wisconsin, Wyoming. 

Sinee, under H. R. 4527, the operation of these holding companies would permit 
federal savings and loan associations to have branches in any State where the law 
expressly prohibits branches, or in the absence of any such law, the establishment 
and operation of branches are not in conformity with the practice within the 
State, it is necessary to take this factor into consideration in determining the 
extent to which State institutions would be placed at a disadvantage. 

We have, therefore, combined the data concerning branch powers of commercial 
banks, mutual savings banks, and State-chartered savings and loan associations 
with the above information about bank holding companies, and have prepared a 
studv, which accompanies this statement, of the effect H. R. 4527 would have on 
the three types of State-chartered financial institutions. 

It shows in parallel columns the states where, under H. R. 4527, federal savings 
and loan associations would have greater branch powers than commercial banks, 
mutual savings banks, and savings and loan associations. In three states, 
Pennsylvania, Rhode Island, and West Virginia, federal associations would have 
equal branch powers. In all the rest their powers would be greater than those of 
one or more of the three types of State institutions. 

Of particular significance, it seems to us, is the situation in states which by 
law or practice do not permit branches to one or more of the three types of State 
financial institutions, but in which bank holding companies operate. In these 
states federal associations would be permitted to operate branches although one 
or more of the State institutions could not. Such states are: Florida*, Idaho, 
Illinois*, lowa*, Kansas*, Kentucky, Minnesota*, Missouri, Montana*, Nebraska, 
New Hamsphire*, North Dakota*, Oklahoma*, Oregon, Tennessee, Texas, 
Wisconsin*, Wyoming*. 

In the States indicated by an asterisk no State institution may have branches 
(some may have limited offices or agents). 

If this bill is adopted, or if Congress does not enact S. 972 in the form it passed 
the Senate last year as 8. 975 and the regulations proposed by the Home Loan 
Bank Board are made effective, federal associations will be given an advantage 
over one or more types of State institutions in 47 of the 50 jurisdictions, in many 
instances over all types of State financial institutions. 

By its resolution, which H. R. 4527 would make law, the Home Loan Bank 
Board has expressed an intention of acting in a manner not compatible with the 
dual banking system which its present and former members have professed to 
support. By its very nature the dual system requires the patterns of branch 
banking to be set by each State and followed by the federal authorities. The 
people of each State should be permitted to decide whether they want their 
financial institutions to have branches and, if so, under what restrictions. If 
they wish to permit certain ty of institutions to have more branches than 
others, that is their right. Each State’s freedom of choice to deal with its own 
affairs should be inviolate. 

H. R. 4627 and the regulations would abridge this right. They would say to 
the States, ‘Unless you give all your financial institutions equal ch powers, 
they will be subjected to the competition of federal associations with greater 
powers. Moreover, they will have powers which none of your institutions possess 
if you prohibit branches but chain or group banking rates in your state.” In 
other words, it would substitute the dead level of federal uniformity for each State’s 
freedom of choice. Washington would crack the whip and the States would 
dance to its tune. It would be an invasion of States’ rights and the abrogation 
of the dual banking system. 

The existence of these holding companies does not give branch powers to any 
type of State financial institutions, nor does it give such powers to national banks. 
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Your attention is respectfully called to the testimony of Deputy Comptroller L. A. 
Jennings at the hearings on the bank holding company bills in June 1953 before 
the Senate Committee on Banking and Currency, as reported on page 49 of the 
pamphlet where he is quoted as saying, ‘“Branch banking and bank holding com- 
pany operations are not the same * * *,” and to the position taken by Goy. J. L. 
Robertson of the Federal Reserve Board on page 26 * * * ‘‘We say the States 
should be free to deal with holding-company problems but should do so specifically 
and not by the Congress saying that when a State was using the term ‘branch 
banking,’ that means also ‘holding-company banking.’’”’ As it is also our under- 
standing that the Federal Deposit Insurance Corporation does not subscribe to 
the thesis that holding-company banking is branch banking, the Home Loan Bank 
Board appears to be alone among Federal supervisory agencies in taking this 
vosition. 

If Federal savings and loan associations are given branch powers when bank 
holding companies operate in a State which forbids branches to one or all types 
of State financial institutions, such action may well prove the opening wedge for 
similar powers for other federally chartered institutions, national banks, for in- 
stance. It would mark the end of any effectiveness in the dual system. 

According to the chart to which I have already called your attention, banks 
controlled by holding companies in Illinois constitute five-tenths of 1 percent of 
all commercial banks in that State while their deposits amount to six-tenths of 
1 percent of the deposits of all commercial banks in Illinois. Yet under H. R. 
4527 this almost microscopic holding-company activity would permit Federal asso- 
ciations to have branches in a State which prohibits branches to all types of State 
banking institutions. 

It is small wonder that the Senate rejected this amendment by a vote of 58 to 
14. I trust that its reincarnation in H. R. 4527 will be rejected just as decisively. 

Another amendment was introduced during the debate in the Senate on S. 975. 
Had it not been rejected, it would have permitted a Federal savings and loan 
association in any State to have branches subject to the least onerous restrictions 
with respect to number and location as may be imposed by the law of the State 
or the practice therein with respect to branches of State savings and loan associa- 
tions, mutual savings banks, or State banks and trust companies. This amend- 
ment has been revived in another bill now before the Committee on Banking and 
Currency of the House of Representatives. Itis H. R. 3454. We have subjected 
this bill to a study similar to that offered with respect to H. R. 4527. A copy 
accompanies this statement. 

With the holding-company feature eliminated, the number of States where Fed- 
eral associations would have équal branch powers with all three types of State 
financial institutions would be raised from 3 to 11. Nevertheless, even under this 
bill, there would still be 39 jurisdictions where Federal associations would have an 
advantage over 1 or more of the 3 types of State institutions. 

Moreover, the bill would stiil infringe upon the right of each State to make its 
own decision on the extent to which it is willing to grant brangh privileges to 
mutual institutions in contrast to commercial banks. There are 3 different types 
of State approaches to this problem. There are 9 States; Florida, Illinois, Kansas, 
Minnesota, New Hampshire, Oklahoma, West Virginia, Wisconsin, and Wvoming, 
which unconditionally prohibit branches to all types of banking institutions. 
There are 6, Arizona, California, Connecticut, Michigan, Rhode Island, and 
South Carolina, that permit branches to banks and savings and loan associations, 
and to mutual savings banks, if any, on a statewide basis. Then there are 35 
that are in a mixed category. They allow some branches, but they do not allow 
them statewide and they do not allow them unconditionally to all types of institu- 
tions. It is a fair question, no doubt, as to which one of these approaches is the 
right one. Probably none of them are right. They are different. Each has its 
own special ends that it seeks to serve. 

In our opinion, those States that prohibit branches to all types of institutions 
are exercising a valued privilege of giving every encouragement to local, inde- 
pendent institutions. Those that permit statewide branches are saying, in effect, 
to the independent banks, “It is all right to go ahead and exist, but you musv 
prepare to sink or swim in the fast-running competitive stream.” 

In this country we are united in a great many things, but we also permit a great 
deal of individualism to exist, too. In nothing is this individualism more indi- 
vidual among the States than in the matter of branches. A judge in the Supreme 
Court said a few years ago that a large regard for individual variations is the 
essence of democracy. 

So we do not maintain that the branch statutes in every State are ideal. We 
do maintain, however, that it is for the citizens of each State, not the Home Loan 
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Bank Board, to determine how they should be changed. The proposed regula- 
tions and these bills, H. R. 4527 and H. R. 3454, would give many of the States 
the dubious choice of amending their statutes in conformity or permitting their 
own institutions to be placed at a disadvantage in relation to Federal associations, 
very probably losing some of them through conversion to Federal charter. 

If any Federal instrumentality is to depart from the tenets of the dual banking 
system, it should not do so through the unilateral action of its own governing 
body. We suggest that the Home Loan Bank Board is not equipped to deal with 
this subject objectively. It concentrates on one type of financial institution, 
savings and loan associations. In its zeal to promote what it considers the 
welfare of the Federal associations, it is prone to overlook the rights of other 
types of financial institutions, even those of State-chartered insured savings and 
loan associations. 

The Board cannot even be depended upon to abide by its own proposed regu- 
lations. In a decision just made in New York State it has permitted a Federal 
savings and loan association to have a branch in a situation where neither a 
State-charted savings and loan association, nor a mutual savings bank, nor a 
commercial bank, State or National, could have a branch under the State statute 
which national banks must also observe. This action on the part of the Board 
was directly contrary to its declared intention that ‘‘no application to establish 
a branch office will be approved by the Board where the location of such branch 
office * * * would not be permitted by the law or practice of the State * * * in 
which the home office of the applicant is located with respect to branches of 
any one or more types of financial institutions located in such State * * * author- 
ized to provide savings, thrift, or home financing facilities to the public.’ 

It seems obvious in view of the past actions and future intentions of the Home 
Loan Bank Board that the Congress should step in and lay down the ground 
rules of branch authority. The Congress is charged with the duty to seek the 
welfare of all the people, not merely that of certain groups. It is deeply appre- 
ciated by the members of this national association that the Congress has taken 
steps in this direction through last year’s Senate action and this hearing now 
being held. As a result of the hearings, and debates in both Houses, Congress 
will be able to act in the general interest, as it has previously done in relation to 
branches of national banks. S. 972, which would p branch powers of Federal 


savings and loan associations on a parity with those of their opposite numbers 
in the State system, State-chartered savings and loan associations and mutual 
savings banks, seems to us to be equitable and just. We hope that your com- 
mittee will report it out unchanged. It will prevent further invasion of States 
rights by the Home Loan Bank Board, and at the same time will end the long 
drawn out controversy over branches of Federal savings and loan associations 
in a manner fair to all concerned. 
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Banking offices and deposits of 31 holding company groups by States,’ Dec. 31, 1951 
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H. R, 34544——STUDY OF EFFECT OF ITS ENACTMENT ON STATE-CHARTERED COMMERCIAL 
BANKS, SAVINGS BANKS, AND SAVINGS AND LOAN ASSOCIATIONS (FOR THE 
PURPOSE OF THIS STUDY, HAWAII AND PUERTO RICO ARE INCLUDED WITH THE 
STATFS) 


H. R, 3454 would give Federal savings and loan associations the same branch 
powers as the least onerous enjoyed by State-chartered commercial banks, mutual 
savings banks, and savings and loan associations. 

In the following States the branch powers of Federal savings and loan associa- 
tions would be on a parity with those of State-chartered banks, mutual savings 
banks (if any), and savings and loan associations: Florida, [llinois, Kansas, 
Minnesota, New Hampshire, Oklahoma, Pennsylvania, Rhode Island, West 
Virginia, Wisconsin, Wyoming. 

The table set. forth below shows where Federal savings and loan associations 
would have greater branch powers than State-chartered commercial banks, 
mutual savings banks, and savings and loan associations in the State indicated. 
Reference to the footnotes will show why these advantages would exist, 


Commercial banks Mutual savings banks Savings and loan associations 


Alabama.! 
Arizona ? 
Arkansas.! 
California ? 
Colorado 2 
Connecticut 2 


] 
| Delaware.! § 


Georgia ? | 
Hawaii? .-} 
' | Idaho.! 
Indiana,! 
| Iowa.! 
Kentucky.! 
Louisiana.! 
| Maine.! é 

Maryland 2 Maryland ¢*. 

Massachusetts 4. ..................| Massachusetts.! 
Distt F. ......nachtinianiaieheer spell No savings banks 
Mississippi ? do 





New Jersey.' 5 
New Mexico.! 


North Dakota.! 


No savings banks Puerto Rico.t 
South Carolina ?...... 2222-22222. 2. 2 ae 


Tennessee.! 


Vermont.! 5 


1 aes State-chartered commercial banks have an advantage over State-chartered savings and loan 
associations. 


2? Because State-chartered savings and loan associations have an advantage over commercial batiks, 
‘1 Not applicable to H. R. 3454. 

‘ Because State-chartered commercial banks have an advantage over savings banks. 

5 Because savings banks have an advantage over State-chartered savings and loan associations 

6 Because State-chartered savings and loan associations have an advantage over savings banks, 
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SUMMARY 


Number of States where Federal associations would have equal branch powers with all 3 types of 
State financial institutions 


Number of States where they would have an advantage over 1 or more of the 3 types of State financial 
institutions 


Commercial banks: 
Federal associations on equal basis 
Federal associations have advantage: 
Footnote ? 


Mutual savings banks: 
No mutual savings banks in State 
Federal associations on equal basis 
Federal associations have advantage: 
Footnote ¢ 
Footnote ° 


Less Guplivations: 200 eA i BRE OR QE LO RG 


State savings and loan associations: 
Federal associations on equal basis 
Federal associations have advantage: 
Footnote '! 
POSEN * .. ..i cuemieiiie benabntilesstincun a nddticadins Uidtaenewbiadskunssarwveppnosetione 


Lass Gaplbentions..... dicctadsmedeenrenantniad ea eindgocecatnenestntieeeseryhth 


Senator Fruar. The committee will recess until 2 p. m. in room 
P-38 of the Capitol. 
(Whereupon, at 12:15 p. m., a recess was taken until 2 p. m. of the 
same day.) 
AFTERNOON SESSION 


Senator Frear. The subcommittee will come to order. 

Certain material has been sent to the committee, containing letters 
and other documents. Without objection, I would like to offer them 
to be made a part of the record at the end of the hearing. 

The first witness this afternoon will be Mr. Crawford H. Stocker, 
Jr., who is vice president or president—it says on the list of witnesses 
“Vice president-president, fous Five Cents Savings Bank, Lynn, 
Mass.,’”’ and who is appearing for the National Association of Mutual 
Savings Banks. 


STATEMENT OF CRAWFORD H. STOCKER, JR., VICE PRESIDENT, 
NATIONAL ASSOCIATION OF MUTUAL SAVINGS BANKS 


Mr. Srocxer. I think there is some confusion there. This month 
I was elected vice president of the National Association of Mutual 
Savings Banks. 

Senator Frear. Right. 

Mr. Srocxsr. That is where the confusion arises. 

My name, as the chairman just announced, is Crawford H. Stocker, 
: os and I am president of the Lynn Five Cents Savings Bank of Lynn, 
Mass. 


Senator Frear. Then you are both a president and a vice president? 
Mr. Strocksgr. That is right. 
Senator Frear. In two different organizations. We are happy to 
have you with us, Mr. Stocker. 
Mr. Stocker. I am appearing here today in support of S. 972, on 
behalf of the National Association of Mutual Savings Banks. I have 
a prepared statement which I intended to read, but I have been in- 
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formed that the committee wishes me to summarize my statement, 
which I will do. 

Senator Frear. If that is convenient, we would appreciate it, 
However, we do not want you to feel we want to curb any part of your 
testimony. i 

Mr. Stocker. I think I can hit some of the high spots, and if there 
are any questions I have about 2 or 3 pages, whereas the long state- 
ment is about 8. 

Senator Frear. Fine. Thank you, sir. 

Mr. Stocker. With your permission, I would like to offer my pre- 
pared statement for the information of the committee and for in- 
clusion in the record. 

Senator Frear. Without objection, it may be made a part of the 
record at the conclusion of your remarks. 

Mr. Stocker. The 528 mutual savings banks are all State-chartered 
institutions, and their branch privileges are controlled by their State 
laws. 

The Federal savings and loan associations are federally chartered 
institutions under the Home Owners Loan Act of 1933, as amended, 
and they are supervised by the Home Loan Bank Board. The Home. 
Owners Loan Act makes no provision for the establishment of branches. 
for Federal savings and loan associations. Nevertheless, the Home 
Loan Bank Board has approved, and continues to approve, branches 
for Federal savings and loan associations, and in many instances these 
branches are set up in contravention of State laws governing State- 
chartered savings and loan associations and State-chartered mutual 
savings banks. This practice results in discrimination in favor of the 
Federal savings and loan associations at the expense of their local 
counterparts—the State-chartered savings and loan associations and 
the State-chartered mutual savings banks. 

Apparently one of the principal functions of the Home Loan Bank 
Board in the past has been to encourage and promote the formation 
of additional Federal savings and loan associations. Judging by the 
number of these institutions, the Board has apparently been success- 
ful in this promotional activity, sometimes, we suspect, to the injury 
of existing thrift institutions. It seems to us inevitable that in- 
equities will develop in a situation where the same person or persons 
are at one time the judge and jury, to pass on the need for and to 
establish the standards for granting branches to the very institutions 
which they are encouraging. 

The authority for and the basic rules governing the establishment 
of branches for Federal savings and loan associations are not proper 
subjects for the exercise of administrative authority. The lawmaking 
authority, that is, the Congress, should establish the basic authority 
and the basic pattern for Federal savings and loan branches by legisla- 
tive act. 

In the field of commercial banking, the Congress has long since 
established equality of branch privileges between national b and 
State banks with the enactment of the McFadden Act and its amend- 
ments. The Federal Reserve Board in its operation of the Federal 
Reserve System has consistently supported equality of privilege 
between Federal-chartered institutions and State-chartered institu- 
tions. The Federal Deposit Insuranee Corporation has likewise 
scrupulously adhered. to the balance of equality in supporting the dual 
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system. This bill, S. 972, would accomplish the same thing among 
thrift institutions by limiting the branch privileges of Federal savings 
and loan associations to exactly the same privileges as are permitted to 
State-chartered savings and loan associations or State-chartered 
mutual savings banks. 

This bill, S. 972, is exactly the same as S. 975, which was favorably 
reported by this committee and which was passed by the Senate last 
year. 

It is our belief that S. 972 is a fair and equitable basis for the equali- 
zation of branch privileges between these Federal-chartered institu- 
tions and State-chartered mutual savings banks. We are again 
asking that they be put on exactly the same basis as ourselves. Our 
mutual savings banks compete daily with all types of savings institu- 
tions, including other mutual savings banks, Federal savings and loan 
associations, and State savings sedlien associations. 

In supporting the enactment of S. 972, we are only asking that all 
of us be permitted to operate under the same rules. 

Senator Frear. Mr. Stocker, I think quite significant in your testi- 
mony is your reference to the dual banking system in all other Federal 
agencies with the exception of the Home Loan Bank Board. Accord- 
ing to your testimony—and I personally believe it—they have adhered 
quite strictly to the laws laid down by Congress. There is just one 
question I have. I do not find it in this prepared statement, but I 
believe you said in your testimony that there were some encroach- 
ments by the Home Loan Bank Board, where they established a 
Federal savings and loan association in an area where it was not the 
law of the State to have a branch bank. Also not by the wishes and 
desires of the people in the area. 

Mr. Stocker. That is right. 

Senator Frear. Was that one instance, or did you have more? 

Mr. Stocker. Very specifically, the one I referred to is in my own 
State of Massachusetts in the Springfield area with 2 Federals much 
in excess of the 15-mile limitation which we have in our State. That 
is, branches may be established by thrift institutions providing they 
are not more than 15 miles from the main office. Two were permitted 
in Springfield and one new charter, which has nothing to do with the 
branch question, came from over 50 miles away, and another one 
farther than that, in direct contravention of our State law. No need 
was proven that there was a lack of any facilities or banking operations 
in the city of Springfield. I mean, it was 

Senator Frear. [t was apparent that there was encouragement by 
the Home Loan Bank Board to establish a branch? 

Mr. Srocker. It was encouraged, of course, by the Federal sav- 
ings and loan associations themselves, who were anxious to reach out 
and have these branches. The Home Loan Bank Board went along 
with their request and gave the permission for it. We had hearings 
on it, as they mentioned this morning. The hearings were held, 
although it is not required that they oes hearings. But we have 


never felt they proved there was any lack of banking facilities in 
that area at all. 

Senator Frear. In the establishment of this branch more than 15 
miles away, in direct contravention of the State law, was the branch 
established in the same county? 

Mr. Srocxer. No. It would be a different county. 
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Senator Frear. Across county lines too? 

Mr. Srocxer. Yes. 

Senator Frear. There was a case in Massachusetts that was 
brought before or mentioned before the committee when S. 975 was 
up last year. Where a branch had been established more than 15 
miles away, but was in the same county, and the Federal Savings and 
Loan Association thought since it was not crossing county lines it 
was quite permissible to establish it. 

Mr. Stocker. I do not recall where that would be. It might have 
been in some other State, but I do not recall it. 

Senator Frear. Senator Robertson, Mr. Stocker is now testifying. 
He has finished his testimony and has just been answering some 
questions. He is vice president of the National Association of Mutual 
Savings Banks. 

Mr. Stocker, maybe my recollection is a little faulty on that point. 

Mr. Srockxsr. It may have been in some other State, but I do not 
recall that we had it in Massachusetts, Senator. 

Senator Frear. Thank you very much not only for your testimony, 
but for your cooperation too. 

Mr. Srocker. Thank you. 

(The prepared statement of Mr. Stocker follows:) 


SraTEMENT oF CrAwrFrorpD H. Srocxer, Jr., oN BEHALF or THE NATIONAL 
AssocraTION OF MutuaL Savines BANKS 


My name is Crawford H. Stocker, Jr., and I am president of the Lynn Five 
Cents Savings Bank, Lynn, Mass. I am appearing here today in support of 
S. 972, on behalf of the National Association of Mutual Savings Banks. 

As of January 1, 1955, there were 528 mutual savings banks, all State-chartered, 
with assets of $29,350 million and deposits of $26,351 million. These mutual 
savings banks are nonprofit organizations, without stockholders. They are 
operated solely for the benefit of their depositors, who receive all the earnings 
after the payment of necessary expenses and the setting aside of protective sur- 
pluses and reserves. 

For several years past, the State-chartered mutual savings banks have advo- 
cated the enactment by Congress of legislation similar to 8. 972. If we are ever 
to get equality of treatment between Federal savings and loan associations and 
State-chartered mutual savings banks with respect to branch privileges, we must 
get it through act of Congress. 

Time and again mutual savings banks have been put to the burden and expense 
of coming here to Washington to oppose applications by Federal savings and loan 
associations before the Home Loan Bank Board for branches which under our 
State laws and practices are prohibited. In a few cases these applications have 
been denied by the Home Loan Bank Board, but the Board has consistently 
refused to give recognition to the principle that State institutions and federally 
chartered institutions should be governed by the same rules. In the cases which 
we have observed, the grant or the denial of a branch of a Federal savings and 
loan association is prams to have turned upon | of 3 considerations, that is, 
necessity, reasonable probability of usefulness and success, and the absence of 
undue injury to other existing local thrift and home-financing institutions. These 
standards are the same as those prescribed by statute! for the chartering of 
Federal savings and loan associations. 

The basic statute, the Home Owners Loan Act of 1933, as amended, does not 
speak of the establishment of branches, and hence lays down no standards to 
govern their establishment. The Home Loan Bank Board takes the position, 
which we think erroneous, that it has inherent or implied power under the Home 
Owners Loan Act to grant branches to Federal savings and loan associations. 
As the situation.is today, the Home Loan Bank Board appears to make both law 
and regulation to fit each branch application case as it is presented to the Board. 

Apparently one of the principal functions of the Home Loan Bank Board in the 
past has been to encourage and promote the formation of additional Federal 


112U. 8, CO, A. 1464 (e). 





66 FEDERAL SAVINGS AND LOAN BRANCHES 


savings and loan associations. Judging by the number of these institutions, the 
Board has apparently been successful in this promotional activity, sometimes, we 
suspect, to the injury of existing thrift institutions. It seems to us inevitable 
that inequities will develop in a situation where the same person or persons are 
at one time the judge and the jury, to pass on the need for and to establish the 
standards for granting branches to the very institutions which they are encouraging. 

The Federal thrift institutions and the State thrift institutions, such as our own, 
are in the same business, and it is urgent that the friction resulting from different 
branch privileges should be removed from these two great segments of the finan- 
cial economy. The bill before you, 8. 972, would put them on the same basis, 
and we respectfully urge its enactment. 

As recently as February 1, 1954, hearings were held before the Home Loan Bank 
Board on proposed rules and regulations to govern the branch privileges of Federal 
savings and loan associations. These proposed regulations are still under con- 
sideration by the Home Loan Bank Board and the threat of their adoption hangs 
over the entire thrift industry. The basic rules for the regulation of branch 
privileges of Federal savings and loan associations are not a proper subject for the 
exercise of administrative authority. In a matter so fundamental as the estab- 
lishment of branches for these Federally chartered institutions, the Congress of 
the United States should write the policy, as it has already done with respect to 
the home offices of Federal savings and loan associations. 

The proposed regulations on which the hearing of February 1, 1954, was held 
are much too broad, in that they would allow Federal savings and loan branches 
in the same number and location as branches permitted to commercial banks 
accepting thrift accounts and making home mortgages, and would permit branches 
of Federal savings and loan associations where financial! institutions are related 
by chain, group or other affiliation. These terms are too indefinite to be used as 
standards or tests for the granting of branches, and are not subject to definition. 
State-chartered mutual thrift institutions are independent and are not members of 
chains or groups of banks, and have no affiliates. If the indefinite standards 
contained in the proposed amendments to the regulations are adopted, in some 
States, it would permit Statewide branches, without limitation. When 8. 975 was 
being debated by the Senate last year, amendments were offered from the floor to 
give effect to the Board’s proposed regulations but the Senate rejected this dis- 
criminatory extension of power and passed 8. 975 by voice vote. Unfortunately, 
the House Banking and Currency Committee did not act upon the Senate-passed 
bill in the brief time remaining in the 83d Congress. 

The new bill, 8S. 972, is the same as that which was passed by the Senate last 
year. It is an equitable branch law. It would permit the Federal savings and 
loan associations to have exactly the same branch privileges as are permitted in the 
several States to State-chartered savings and loan associations or State-chartered 
mutual savings banks. 

In fields of banking other than the thrift field, the Federal Government has given 
encouragement and assistance to the maintenance of the dual banking system in 
recognition that the balance between these two systems is an important factor in 
the: maintenance of economic safety and the health of our financial institutions. 
The Federal Reserve Board in its operation of the Federal Reserve System has 
consistently supported equality of privilege between Federal-chartered institu- 
tions and State-chartered institutions. The Federal Deposit Insurance Corpora- 
tion has likewise scrupulously adhered to the balance of equality in supporting the 
dual system. The Congress of the United States lent its clear support to equality 
in the dual baaking system in 1927 with the enactment of the McFadden Act,? 
which, with its amendments, has put national banks upon the same basis as State- 
chartered banks insofar as branch privileges are concerned. No such equality of 
branch privileges exists between the Federally chartered savings and loan associa- 
tions and the State-chartered mutual savings banks, and we are here today to ask 
this committee to initiate the correction of this inequality by its approval of 8. 972. 

In recommending the passage of 8. 975 last year, the Senate Committee on 
Banking and Currency in its Report No. 1186, Calendar No. 1190, said: 

‘“‘In 1927 for the first time national banks were authorized to establish branches 
but subject to the limitations im by State law for State banks in regard to 
branch offices (12 U. 8. C. 36). This action clearly established the cornerstone of 
our dual system of banking which recognizes that State and national banks may 
both exist where there are equal privileges. The bill in question places Federal 
savings and loan associations on a like and equal foo with their counterparts 
in the States; the State savings and loan associations and mutual savings banks.” 


212U. 8. C. A. 36. 
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The same report continues: 

“For the Federal-Government to ignore the action of the States and maintain a 
situation whereby a governmental board may grant branches to federally chartered 
institutions without regard to the pattern, law or desire of the States, allows unfair 
competition which might force the States to amend their laws even though it is 
not their desire to do so. In the opinion of your committee it is better for the 
Federal institutions to be subject to the same laws as their counterparts in the 
various States with the States always having the opportunity to amend their own 
laws if conditions warrant.” 

There is an uncertain legal situation which has resulted from court opinions 
bearing on the branch privileges of Federal savings and loan associations. In 
recent years, in two different cases a Federal court? and a State court + have 
refused to restrict Federal savings and loan association branch privileges. The 
first case arose in New Jersey and the second case came out of my own State of 
Massachusetts. In both instances, the sases were carried to the Supreme Court 
of the United States and in both cases the Supreme Court has refused to pass 
upon this important issue. So in at least two States, New Jersey and Massa- 
chusetts, the legal situation is such that the Federal sayings and loan associations, 
with the approval of the Home Loan Bank Board, can locate new branches in 
utter disregard of our State laws and our State practice. This has resulted in 
absolute inequality of treatment and utter discrimination in favor of the Federal 
savings and loan associations, in violation of the principles of dual banking. 

I am advised by counsel that the refusal of the Supreme Court of the United 
States to grant certiorari in the New Jersey and in the Massachusetts cases does 
not put the stamp of approval of the Supreme Court on the holdings of the lower 
court cases and is not in any way indicative of what the Supreme Court might do 
with regard to a later case on the same subject if it chose to grant certiorari. 
The unsettled situation with respect to the law governing branch privileges of 
Federal savings and loan associations can be and should be resolved by the Con- 
gress of the United States. 

It is our belief that 5. 972 is a fair and equitable basis for the equalization of 
branch privileges between.these Federal-chartered institutions and State-chartered 
mutual savings banks. We are again asking that they be put on exactly the same 
basis as ourselves. Our mutual savings banks compete daily with all types of 
savings institutions, including other mutual savings banks, Federal savings and 
loan associations, and State savings and loan associations. 

In supporting the enactment of S; 972, we are only asking that all of us be 
permitted to operate under the same rules. 


Senator Frear. Our next witness will be Mr. George V. Markey, 
president, of the National Association of State Savings and Loan 
Supervisors. 


Mr. Markey, will you have a seat and make yourself comfortable? 
Since you have only.one title, there will be no confusion on my part. 


STATEMENT OF GEORGE V. MARKEY, PRESIDENT, NATIONAL 
ASSOCIATION OF STATE SAVINGS AND LOAN SUPERVISORS 


Mr. Markey. I have 2 or 3, but we will skip them... I have only 
three short pages and if it will please the committee, I think it will save 


us all time if I just read it. 

Senator Frear. All right. You may proceed, sir. ' 

Mr. Markey. Mr. Chairman and gentlemen of the committee. 
My name is G. V. Markey. I reside in Minneapolis, Minn. I am 
the building and loan supervisor for the banking division of Minne- 
sota, and have been connected with the banking division for the past 
33 years. 

I am appearing here today on behalf of the National Association of 
Savings and Loan Supervisors as its president and I wish to express 


sa North Arlington Nat. Bonk v. Kearny Fed. Savings & Loan Assoe., 187 Fea. (24) 564; certiorar denied, 
"4 Springfield Institution for Savings, ef al. v. Worcester Fed. Savings & Loan Assoc., et al., decided July 3; 
1952, by Mass. Sup. Ct.; certiorari denied, 344 U. S. 884, 97 L. ed. 684. 
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the appreciation of our members to this committee for granting us this 
opportunity to present our position in support of S. 972, a bill to 
further amend the Home Owners’ Loan Act of 1933, and to briefly 
point out some of the reasons and necessity for such a measure. 

The National Association of State Savings and Loan Supervisors is 
an organization composed of representatives of the various State 
departments exercising supervision over State-chartered savings 
and loan associations, building and loan associations, homestead 
associations and cooperative banks. It has an active membership 
representing 42 States and the Territory of Hawaii. Its members 
supervise 94 percent of all non-Federal and State-chartered associa- 
tions, of which there are approximately 4,400. 

This association has not and does not oppose branches, as such, 
but our members have consistently and continuously stood for equality 
between State and Federal institutions and the preservation of States 
rights. They became interested in the branch question when the 
Home Loan Bank Board, without any direct statutory authority took 
it upon itself, through its regulatory powers, to authorize Federal 
savings and loan associations to establish branches in contravention 
of State law. Such a policy, in our opinion, was bound to bring con- 
fusion and discrimination into the industry and endanger the dual 
system of financial institutions. The authority to grant branches is 
the equivalent of granting charters and such authority should be 
fixed by law, not by regulation. We have, therefore, encouraged and 
sought legislation such as S. 972 at every opportunity, believing that 
only in this manner is a satisfactory solution possible. A brief review 
of some of the past history relating to the matter should be helpful 
in presenting the principles at issue. 

The savings and loan industry, like many other businesses has ex- 
perienced unusual expansion in recent years. The demand for hous- 
ing and home financing has been exceedingly heavy as a result of re- 
strictions and scarcity of materials during the war, and the increase in 
family formations since then. The business of many associations has 
tripled, or quadrupled, and in some instances the growth has been 
even more phenomenal. 

Since 1945 the assets of all savings and loan associations and co- 
operative banks in the United States have increased from $8% billion 
to more than $32 billion. One of the byproduets of this expansion 
has been an ever-increasing urge to expand and build even larger asso- 
ciations by establishing branches to extend the field of operations and 
invite broader public contacts. 

Senator Doveias. May not this increase indicate a real need which 
the savings and loan associations were meeting, and not merely aggres- 
siveness on their part? 

Mr. Markry. Yesand no. There might bea need. The fact that 
they have grown shows there is business there, but that does not rule 
out the possibility that there has been a great deal of aggression. 

In 1945 and 1946, when John H. Fahey was commissioner of the 
Federal Home Loan Bank Administration, there were evidences of an 
aggressive attitude on the part of the Administration in regard to 
authorizing Federal associations to establish branches. In the State 
of New York a Federal branch was established in a situation that would 
be prohibited under State law, which brought forth vigorous protests. 





FEDERAL SAVINGS AND LOAN BRANCHES 69 


A reorganization of the Home Loan Bank Board delayed new 
Federal branch applications for a time but soon, from within the 
industry, the desire to expand by means of branch operations reas- 
serted itself and the Home Loan Bank Board, as newly constituted, 
was urged to establish a liberal branch policy. Officers of the National 
Association of Savings and Loan Supervisors sought to have the 
Board adopt a policy of equality between Federal and State associa- 
tions by recognizing the right of the States to determine, for them- 
selves, under what conditions, regulations, and restrictions branches 
may be permitted to operate within their borders. Instead of fol- 
lowing this — of States rights, the Board, on the contrary, 
announced the formulation of its policy in the following language in a 
letter written to the National Association in February 1949: 

Although we shall continue to give careful consideration to the applicable State 
laws in all cases coming before us, we will not feel obliged to follow the particular 
State’s pattern in each case, either as a matter of law or of policy. 

Having come to this conclusion, the Board immediately began to 
implement this policy by granting branches beyond State limitations 
in a number of States, over the protests of supervisors in those States, 
and even across State lines. Since then branch activity has steadily 
increased. 

As of December 31, 1954, there were 260 branches being operated 
by Federal savings and loan associations. Of these 55 were established 
before 1949. Subsequently the number has increased each year as 
follows: 23 in 1949, 19 in 1950, 26 in 1951, 37 in 1952, 38 in 1953, 
and 62 in 1954. This is an increase during the past 6 years of 205 
branches, or 78.8 percent of the total. 

Senator Dovetas. Mr. Markey, in justice to the Republican 
Party, should it not be said that this policy of granting rights of 
savings and loan associations to have branches is not solely the 
policy of the Democratic Party? 

Mr. Markey. I think it is above party. 

Senator Dovetas. I want to point out in the last 2 years—— 

Mr. Markey. It ought to be above party, because it is a matter 
of congressional determination. 

Senator Doveras. I would like to point out in the last 2 years 
the Board has authorized the establishment of 100 branches. 

Mr. Markey. Well, we do not condone any party for doing what 
we think should not be done—either Democrats or Republicans. 

Senator Dovetas. I want to praise the Republican Party in this 
Nation. It is one of the few good things I have seen about the 
Republican Party, but in this respect I want to praise them. 

Mr. Markey. Thank you. 

This morning Walter McAllister testified there were 262 branches, 
64 of them being for the year 1954, which further increased this total 
presented. 

Senator Dovaetas. I want to congratulate the Republican Party 
still more. 

Senator Rosertson. Just to keep the record straight on the party 
record, the Republican-controlled committee and Tesnmiiead-os- 
trolled Senate voted for this identical bill last year to curb that. 


_Mr. Markey. Very unanimously—for which we are very appre- 
ciative. 
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The matter of real concern, which points up the urgent. need for 
legislation, however, is the fact that 58 of the 260 branches, or 22.3 
percent of the total, were established beyond State limitations at the 
time they were authorized. The obvious result is discrimination 
against State-chartered savings and loan associations. . 

In support of these facts there is attached a schedule to show the 
number of branches of Federal associations in the several States, the 
number established in 1946 or prior thereto, the number established 
in each of the subsequent years, and the number established beyond 
State limitations at the time authorized. 

Legislation such as S. 972 and similar measures have been opposed 
by the United States Savings & Lean League, the National Savings 
& Loan League, the Home Loan Bank Board and others. 

One of the principal arguments of the opposition has been that the 
bill, if enacted into law, would prohibit the Board from granting 
branches in a number of States. 5. 972 does not prohibit branches, 
it only defines the authority of the Board with respect to granting 
branch privileges and confines its authority to the State pattern. 
It merely requires the Board to respect State law or practice when 
approving branches. 

Another plea of the opposition is that savings and loan associations 
should be given the broadest privileges of all other financial institu- 
tions without regard for the limitations and restrictions imposed 
upon such other institutions. The more recent version of these broad 
privileges is the attempt to define chain, group, or affiliated institu- 
tions as a branch operation. In Minnesota and in other States there 
are varying kinds of financial institutions very unlike and dissimilar to 


savings and loan associations, different in their capital structure, 
their objective and operations. 

The real issue embodied in this bill is primarily one of States’ 
rights. When the citizens of a State, through their legislature, have 
authorized, limited, or prohibited branch operations, one is une 

a 


to ask: Why should a three-man board in Washington, D. be 
permitted to disregard the will of the citizenry of the State and sub- 
stitute therefor their own opinions? If correction is needed in any 
State, that should be left to the State in question, otherwise State 
government becomes inoperative. The situation as it now stands is 
intolerable since the Home Loan Bank Board can, and does, ignore 
the laws of the State. Permission to establish a branch in the State 
of New York in contravention to State law was granted as recently 
as May 13. 

Congress has defined branch powers in case of national banks. The 
right of the individual States to determine the basic conditions under 
which there may be branch operations, if at all, was recognized more 
than a quarter of a century ago with the passage of the McFadden 
Act in 1927 (44 Stat. L. 1228; title 12, U. 5. C., see. 36). Congress 
again debated the statute in 1932 and reaffirmed its position, Similar 
congressional expression is much needed in the savings and loan field. 

The Senate Banking and Currency Committee in the 82d Congress 
and again in the 83d Congress explored this subject very thoroughly. 
As a result the Senate passed S..975 by voice vote after two attempts 
to amend it were defeated. I refer to hearings before the Sub- 
committee of the Committee on Banking and Currency, United States 
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Senate, February 16, 17, and 18, 1954, and to the Congressional 
Record, May 20, 1954, Pages 6522 and 6539, inclusive. 9. 972 is 
identical with S. 975, which was acted upon so favorably by the 
Senate in the 83d Congress. 

Senator Dovetas. What happened to S. 975 in the House? 

Mr. Markey. It got over to the House too late to be acted on. 
As you know, Senator, there was a jam-up at the end of the session 
and there may or may not have been a reluctance on the part of the 
chairman of the committee to bring it up. But they did not have 
time in the waning hours of the Congress. 

These associations are local mutual thrift home financing institutions 
and the branch question is one that should be settled at the State 
level to meet local conditions. If any State wants branches, it should 
have them. On the other hand, if a State is opposed to branch 
operations, it should not have branches forced upon it. The question 
of whether or not there should be branches should not be permitted 
to obscure the real issue of States’ rights embodied in this measure. 

In summary, we feel that the only satisfactory way to settle this 
question is by legislation, and that S. 972 presents a fair and equitable 
solution on a national level of this troublesome problem. We, there- 
fore, respectfully urge that the committee give favorable consideration 
to this bill and seek its passage in the Senate. 

Again I thank you for your patience and kind consideration. 

Senator Frear. The attachment to your prepared statement will 
be made a part of the record at this point. 

(The document referred to follows:) 
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National Association of State Savings and Loan Supervisors—Branches of Federal 
savings and loan associations, Dec. 31, 1954 


or 


in 


associations 
before 1946 


Number of branches 


operated by such 
associations 


Established 
Established 1947 
Established 1948 
Established 1949 
Established 1950 
Established 1961 
Established 1952 
Established beyond 
Staté limit 


Number of Federal 


| 
| 


Alabama. __ 

Alaska 

Arizona cine ona tam 
RNG..4.. - céveowsee 
California 

Colorado. 
Connecticut... 
Delaware _- oa 
District of Columbia__-| 
Florida... hi 
Georgia... 

Hawaili-_. 

Idaho 

Illinois 

Indiana_._... 
Se 

Kansas 

Kentucky - 

Louisiana 

Maine-- 

Maryland 
Massachusetts 
Michigan. ......... 25 
Minnesota._-_._.. 
Mississippi. . _- 
|” eee 
Montana... 
Nebraska. 
Nevada............- .| 
New Hampshire. _____| 
New Jersey.......-. .| 
New Mexico_. 

DEO Weistins cecal 
North Carolina... 
North Dakota... 
Ohio... z 
Oklahoma. ........-.- 
Oregon 
Pennsylvania... _____- 
Puerto Rico. ......-. 
Rhode Island. -_._-- 
South Carolina 

South Dakota ___- 
Tennessee __.......... 
TE cpcitniinitiab ows 
Utah 

Vn ccnccencnonul 
Virginia een 
Washington 

West Virginia 
Wisconsin 

Wyoming 


Total 















































BRANCH OFFICES OPERATED ACROSS STATE LINES 


Date Name of association Home office location Branch office location 


1949 | Union Federal Savings & Loan | Evansville, Ind 
Association. 
Prudential Federal Savings «& | Salt Lake City, Utah 
Loan Association. 
1985 | Pacific First Federal Savings & | Tacoma, Wash 
Loan Association. 
1935 


1 Denotes branch due to metger. 
2 Denotes branches operated before conversion. 
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Senator Frear. Senator Robertson. 

Senator Rosertson. Well, I am in sympathy with the views ex- 
pressed by the witness, and I have gotten more letters from more 
different States on this bill than any banking legislation that has 
been before us. So evidently there is a demand for just what you 
say. Let them in the establishment of branch banks conform to the 
State laws so that all of those engaged in lending money will be 
operating on the same basis. 

Senator Frear. Senator Douglas. 

Senator Dovetas. Mr. Markey, you are the State supervisor of the 
State building and loan associations in Minnesota? 

Mr. Markey. That is right. 

Senator Dovenas. Do you believe in the principle of mutual asso- 
ciations in real estate and the homeownership field as a means of 
financing? 

Mr. Markey. Mutual corporations? 

Senator Douaias. Mutual associations. 

Mr. Markey. Mutual associations. The savings and loan associ- 
ations are mutual associations. 

Senator Dovatas. Do you believe in them? 

Mr. Markey. Yes. Very much so. 

Senator Dovetas. Can the State-chartered mutual associations 
have branches in Minnesota? 

Mr. Markey. No. 

Senator Doveias. Are you worried by the development of holding 
company banking in Minnesota? ‘ 

Mr. Markey. Not necessarily worried. 

Senator Dovatas. Is it quite strong? 

Mr. Markey. Well, 1 think the Senator is probably familiar with 
the fact that Minneapolis is the domicile of two large bank-holding 
companies. 

Senator Doucuas. Is it not true 50 percent of the commercial 
banking business is Minnesota is done by these bank holding com- 
panies? 

Mr. Markey. That I could not answer without reference. 

Sénator Dove.as. I think the figures would show that. 

Mr. Markey. Perhaps they would. 

Senator Dovenas. And this has the same effect as though they had 
branches. Is that not true? A common ownership? 

Mr. Markey. No. I do not agree with that. State banks, or 
banks in Minnesota—-we call them group banks or chain banks— 
they are independent banks. 

Senator Doueias. But they are in common ownership. Is that 
not true? 

Mr. Markey. Well, you and I could have a common ownership in 
a bank, could we not? 

Senator Douc.as. I understand, but these two big holding com- 
panies control 50 percent of the commercial credit of the State of 
Minnesota. Is that not true? 

Mr. Markey. I would question it. 

Senator Dovetas. The figures which I had put into the Congres- 
sional Record last year in a debate on this subject were dean Patt 
the report on bank mergers and concentration of banking facilities. 
It was a staff report to Subcommittee No. 5 of the Committee on the 
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Judiciary, House of Representatives, 82d Congress, 2d session, 1952, 
page 40, which I hold in my hand. It shows that it is even more 
than I thought, or 59.6 percent of all deposits in commercial banks 
which were in the group eg So that it is more than 50 percent. 
It is almost 60 percent. That was back in 1951. 

Since then the power of the group banks has not diminished in this 
area. Does that not concern you? 

Mr. Markey. Senator, I think that needs amplifying. Do those 
figures represent purely Minnesota operations or does that 

Senator Dove as. Those are all Minnesota operations. 

Mr. Markey. One of these corporations covers more than one 
State out there. 

Senator Dove.tas. We separated the figures. Some of these 
holding companies run into Montana, South ‘Dakota North Dakota, 
and so forth. But the figures have been segregated by States. 

Mr. Markey. Let me say this: As I started to explain a minute ago, 
those banks belong to the corporation only through the ownership of 
stock. Each bank is an individual bank with its own capital structure 
and all that. It operates the same as if it were not a corporation bank, 
except as to the controlled ownership of stock. In other words, if you 
have a bank of $50,000 capital, regardless of who owns the bank, they 
must abide by the laws that regulate a $50,000 capital bank. If you 
had a $500,000 capital they oo do the things that a $500,000 capital 
bank could do. & that even though the $50,000 capital bank might 
be owned by the holding company, it cannot do anything any greater 


or do any more business than if it were owned by private shareholders. 
It is bound by the laws and regulations. 


Senator Douc.as. I understand that, but in practice does this not 
mean that six-tenths of the banking business of the State of Minnesota 
is done by this relatively small group of banks under common owner- 
ship and common direction? 

Mr. Markey. I think what you are getting at, Senator, is the ten- 
dency toward monopoly. 

Senator Dovetas. I am just pointing out 60 percent, according to 
my figures, of the banking business of Minnesota, is in the hands of 
holding company groups, and largely, as you say, those two big 
holding companies operating out of Minneapolis. Does that not 
concern you at all? 

Mr. Markey. Well, is that not the subject of branch legislation, 
rather than savings banks laws? 

Senator Dove as. No; itis not so much branches. There are only 
6 branches in Minnesota, according to my figures, but there are 98 
banks under common ownership. 

Mr. Markey. It seems to me we are concerned here with a branch 
operation. 

Senator Dovatas. Not at all. That is not really the point. The 
regulation of the Home Loan Bank Board, as you must know, provides 
that the Federal savings and loan associations may have branches not 
merely where commercial banks have branches, but also where there 
are holding companies or chain banking. Minnesota is one of the 
eight States in that group—that third group. 

This is the point. I think the facts are clear that what’ you have 
there is not so much branch banking, as chain banking, and you ought 
to know that, sir. “The question is by State law your State buildmg 
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and loan associations are prohibited from having branches, which gives 
to the holding companies a big advantage over mutuals. 

You are saying now that we will not let the Federal savings and loan 
associations have branches there. Is this not a sort of dog-in-the- 
manger attitude that your mutuals cannot have branches and, there- 
fore, you say that the Federal mutuals cannot have branches? There- 
fore, in effect, are you not really defending the holding companies 
rather than the mutuals? 

Mr. Markey. I do not think so. You are talking about a stock 
corporation and about a mutual corporation. You could not possibl 
set up & savings and loan association and branches on the same basis 
that the holding company operates in Minnesota. 

Senator Dovetas. They are presently prohibited, but they could 
at least make a start in having branches in cities close to the home 
office or the home association, or in different parts of the same com- 
munity. 

Mr. Markey. It seems to me, Senator, that the proposed rule of 
the Board, and the thing S. 972 is trying to prevent, will be building 
a monopoly in the savings and loan business. 

Senator Dovetas. Oh, no. 

Mr. Markey. If you nt them the privilege to spread out or 
have branches and pick off all of the nice spots before local institutions 
are authorized, then you are building a monopoly in the savings and 
loan business. 

Senator Dovetas. What you are doing is creating a competitor 
which can stand a better chance of dealing with the big bank-holding 
companies, 

Mr. Markey. Personally I do not think competition is in question 
at all in it, because you always have competition in everything. 
Competition is the life of trade. 

Senator Dovetas. But what you have is this big giant holding 
company or companies with banks all over Minnesota doing six-tenths 
of the commercial banking business in Minnesota, and you are saying 
in order to have savings and loan institutions compete with them 
they have to’start from the ground up. The bank holding companies 
can buy up banks and increase their hold, but you are saying that the 
established Federal savings and loan institutions cannot expand. 
That is, they cannot expand by having branches. 

Mr. Marxery. What I am saying is that the State should be the 
one who should determine whether or not that kind of operation 
should exist, and not a board in Washington, D.C. I think the people 
in Illinois have a right to decide under what rules, restrictions and 
laws any institutions operate in the State of Illinois, and that is the 
basis of this bill. 

Senator Doveras. In other words, the Federal Government should 
not give any consideration as to whether or not it should try to foster 
greater competition in the home loan business or in the home loan 
industry? ‘That is a matter of indifference and should be left solel 
to the States? The Federal Government has no responsibilities. Is 
that your position? 

a Markey. Well, if the citizens cannot look out for themselves, 
who can? 

Senator Dovetas. Why is it you only think of citizens being organ- 
ized and operating through State governments? Why is the Federal 
Government not an agency of citizens too? 
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Mr. Markey. They represent the citizens. Surely. 

Senator Doveuas. Certainly. 

Senator Roprertson. Are you through, Senator? 

Senator Doveuas. Yes. 

Senator Roprertson. If I may ask a question, Mr. Chairman? 

Senator Frear. Yes. 

Senator Roprertson. I agree with the witness that this is not a 
common test between savings and loan associations and big bank 
holding companies. This is a bill to protect the independent bankers. 
We have on the Senate and House side a bill that has been reported 
out sponsored primarily from Minnesota, because there has been 
more clamor for regulation of bank holding companies from Minnesota 
than any State in the Union, and no doubt they have an evil out there. 
I introduced a bill which would have corrected it. I think the bill 
that the House committee reported goes a little too far, but in any 
event, the independent bankers are against both. They are against 
bank holding companies that you say will dominate over 50 percent 
of the credit of a State, and they are against savings and loan associ- 
ations, that now have some $30 billion in housing loans alone, from 
dominating the housing field in the States. So it seems to me that we 
can properly approach this problem primarily from the standpoint 
of what is fair and just to our independent bankers. 

Here is one bill ‘ieee say they need and another bill is over on the 
House side that they say they need. The bank holding companies, 
and there are only thirty-some of them, are under the present defini- 
tion—and apparently the most objectionable 1 or 2 of the 30 are in 
Minnesota. We do not have a single one in Virginia, I am glad to 
say, since the Morris Plan Bank of Virginia was sued and divorced 
from the insurance company. Since then, we do not have a bank 
holding company, but they are controlled by the Federal Reserve 
Board. If they own a national bank, as the witness says, and if 
that has a bank, then it is under the National Banking Act, which 
they recognize and which is not involved. It is a separate organiza- 
tion. If it says it is only a $50,000 bank and they cannot lend 1 man 
more than 10 percent of their assets, that is that. So I do not think 
there is any real conflict here and that we must put some restriction on 
banks contrary to State laws, to bring this into conformity with State 
laws in the establishment of branches for one lending agency, because 
it is possible under existing law for a big overall corporation to get 
rs controlling interest in a group of banks and in a number of different 

tates. 

It looks to me as though the thing to do is after both these 
problems in the interests of the independent er. 

Senator Dovetas. As the Senator from Virginia knows, I am his 
supporter in the attempt to check bank holding companies, and I shall 
continue to be. I notice, however, no matter how hard we try we 
never get to first base in any move against bank holding companies. 

Senator Roprrtson. I thought we got to third base until you and 
I split over who would control the thing At that time I wanted 
joint control instead of control in the Federal Reserve, and you sided 
with my good friend Tom MeCabe, who wanted to be the sole boss of 
the proposition. Now I have come over to your viewpoint. I would 
make the Federal Reserve Board the sole boss of it. 

Well, we got past first base. 
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Senator Dovuaias. Well, we are moving toward unanimity, but I 
have seen that start many times. 

Senator Ropertson. Every time the banking associations agree to 
support my bill. The American Bankers Association and the Inde- 
pendent Bankers Association and everybody agree to it except, well, 
I would say about half of the bank holding companies were willing 
to accept it. The other half, of course, like Transamerica, would 
have to divorce their control of so many banks and cut loose from all 
of the manufacturing interests which interlock with their banking 
interests. But at that time we were mighty close to agreement. On 
two pra you and our distinguished colleague from New York, 
Mr. Lehman, did not agree with me. That was when the then 
chairman of the committee, Senator Maybank, said that the subcom- 
mittee cannot agree, so we will just go in and have hearings, which 
would amount to about 2 months of it for the full committee. Well, 
the full committee never got around to doing it. It was too big a job. 

Mr. Markey. I thank the Senator for his answer there. We agreed 
that this is not a competitive measure. It is one purely to protect 
the rights of the State. 

Senator Ropertson. It was one that was not decided on the Senate 
floor. 

Senator Frear. I think the Senator from Illinois asked you about 
your concern on the chain banking group in Minnesota. I might ask 
you also, were you not gravely concerned with whether three people 
in Washington can have control over some local thrift institutions in 
the ar of Minnesota that your State Legislature does not see fit to 
control! 

Mr. Markey. Yes, very much so. 

Senator Dove.as. I suggest that can be cleared up by an amend- 
ment which would register the will of Congress in a very decided 
fashion that the Federal savings and loan associations have the same 
right to branches that commercial banks and bank holding companies 
and chain banks have. That can ve bery quickly settled, so that it 
will not be a decision by Federal officials, but by the Congress of the 
United States. 

Senator Frear,. I think it would be a matter of giving you all and 
taking nothing. 

Senator Dovexas. If bureaucracy is what is feared, even Republi- 
can bureaucracy, we can quickly clear this up by an act of Congress. 

Mr. Markey. I might add in regard to monopolies, we had an 
operator of a Federal association in Minneapolis who went out and 
picked six choice places where he would establish branches, and made 
applications for all six. Of course the Home Loan Bank Board would 
not consider six, so he finally settled for two and had a hearing, and 
was granted one. Then a year later he came in and got the other. I 
think now he forgot about the other four. But when I say monopoly 
could be created out of this thing I think I am talking from actual 
experience. 

Senator Dovetas. How could mutual be monopolies? Are not 
building and-loan.associations, mutuals? 

Mr. Markey. Yes. They can spread out until they corner every- 
thing in them. 
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Senator Dovetas. They can do it by bringing everybody into the 
tent. That is true of mutual savings banks and building and loan 
associations. 

Mr. Markey. No. You cannot separate a mutual savings corpo- 
ration that way. If the office is downtown every branch that is 
opened up is like the tail of an octopus. It is feeding business into the 
main office and creating one large institution. You are probably 
also familiar with the fact that any cooperative enterprise, the bigger 
it gets the more it is controlled by a minority. 

Senator Doueias. It sounds as though you did not have much 
faith in building and loan associations, which you regulate. 

Mr. Markey. Oh, they are wonderful institutions. All I want 
is proper regulation. 

Thank you. 

Senator Frear. Thank you, Mr. Markey. Mr. Charles K. Fletcher 
of San Diego, California, vice chairman of the legislative committee 
of the United States Savings and Loan League. 


STATEMENT OF CHARLES K. FLETCHER, CHAIRMAN, FINANCIAL 
RELATIONS COMMITTEE, ACCOMPANIED BY STEPHEN SLIPHER, 
STAFF VICE PRESIDENT, UNITED STATES SAVINGS AND LOAN 
LEAGUE 


Mr. Ftercner. With your permission, Senator Frear and Senator 
Douglas, may I have my associate, Stephen Slipher, of the United 
States Savings and Loan League, testify with me? 

Senator Frear. Surely. 

Mr. Fiercuer. Senator Frear, Senator Douglas, and gentlemen. 
In the interests of conserving you time I believe you asked that these 
statements be summarized. I have prepared a statement which is a 
little over 1 page long, but at the same time I would like to introduce 
the full statement, which is some 6 or 7 pages long, 

Senator Frear. Thank you, Mr. Fletcher. However, as I said 
before we would not want to curb any testimony you would like 
to give. 

Mr. Fietcuer. I appreciate that. I also noticed much of the 
testimony has already been given by the Chairman of the Home 
Loan Bank Board this morning, and I do not want to be repetitious. 
[ think in the little time I do have, I might take the opportunity to 
make a few statements which are not in the report, and also allow 
more time for some questions, if there are any. 

Senator Frear. Surely. Without objection the prepared state- 
ment of Mr. Fletcher will be made a part of the record at the end of 
his remarks. 

Mr. Fiercuer. Gentlemen, I am Charles Fletcher, and I am 
chairman of the financial relations committee of the United States 
Savings and Loan League, and vice chairman of its legislative com- 
meen, which is a nationwide organization for the savings and loan 

usiness. 

First I want to emphasize the makeup of the opposition to this bill. 
It is opposed by the Administration and was opposed by the previous 
Administration. It is opposed by the Home Loan Bank Board, the 
three-man bipartisan board appointed by the President and respon- 
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sible for the supervision of the savings and loan associations and for 
protecting the public interests in that field. 

It relates directly only to Federal associations, and all Federal 
associations are opposed to it. The United States Savings and Loan 
League for which I speak includes the great majority of Federal 
associations and also over 2,500 State-chartered associations. 

Now, if there were any need for limiting the branches of Federal 
associations, certainly the State-chartered associations would be in 
favor of this bill. But State-chartered associations are just as 
opposed to it as the Federals. I say that contrary to the opinion 
that was given here by the last witness. They recognize it for what 
it is—an attempt by our competitors to curtail and impede the 
growth of savings and loans. 

This bill restricts branches of Federal associations and yet Federal 
associations operate fewer branches relatively and absolutely than do 
mutual savings banks or commercial banks. There are only 16 
branches for every 100 Federal savings and loan associations, but 
there are 59 branches for every 100 mutual savings banks and 63 
branches for every 100 national banks. 

Congress has established a national policy of improving home 
financing, particularly in the rural and suburban areas. Savings and 
loan associations make about 40 percent of all home loans. Certainly 
it would be unwise to limit arbitrarily their ability to establish 
branches in new and growing communities; yet under this bill, asso- 
ciations in 24 States could not establish branches regardless of the 
public interest, regardless of home financing needs, or regardless of 
the existence of branches for commercial banks. 

Before a branch of a Federal association can be established, the 
Home Loan Bank Board publishes notice and holds hearings. On 
the contrary, commercial banks establish branches without public 
hearings and without opportunity for savings and loan associations 
to offer protest. 

I should now like to read a portion from my more lengthy statement. 

Congress has rightfully concerned itself over the years with the 
prevention of monopolies and the prevention of concentration of 
banking power. Here again it is interesting to note that of the major 
financial systems the Federal savings and loan system is the one least 
in need of corrective legislation. The sayings and loan business is one 
of the few major businesses in the country in which no one unit 
represents even 1 percent of the total business. 

While the 10 largest. commercial banks have approximately 17.5 
percent of all commercial bank deposits in the country, and the ten 
largest savings banks have approximately 25 percent of all savings 
bank deposits in the country, the largest 10 savings and loan associa- 
tions have just 5 percent of the savings and loan assets, 

Senator Dove.as. Mr. Fletcher, with the consolidations that are 
going on in New York City, the percentage of concentration amongst 
commercial banks will be even greater at the end of the year, will 
it not, than indicated by your figures? 

Mr. Fuiercuer. That is knowledge which I have, and I am going 
also to introduce it in the record. I believe you are correct, sir. 

Furthermore, in savings and loan associations there is no oppor- 
tunity for indirect control and manipulation through holding com- 
panies or stock control; whereas it is well known that holding com- 
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panies dominate the banking business in certain States and that 
mutual savings banks are major holders of the stock of competing 
commercial banks in some States. 

In this connection I should like to quote from the remarks of 
Speaker Sam Rayburn as reported in the Congressional Record of 
March 28, 1955: 

In certain States, the concentrated control of banks by holding companies 
reaches extremely high proportions. In Arizona, two bank holding companies 


hold over 80 percent of the commercial bank deposits. In Minnesota, two 
holding companies hold 45 percent of the commercial deposits. 


That was the figure that was used by the Speaker, Senator. I say 
it is in variance with your figure. _ 

Senator Dovaetas. He referred simply to the two biggest com- 
panies. My figures were on all holding companies. 

Mr. Fuiercuer. Yes, sir [reading]: 

In Montana, the same two holding companies hold over 44 percent; in North 
Dakota 29 percent; and in South Dakota 37 percent of the commercial banking 
deposits. In Wasbington, three bank holding companies, hold 32 percent of the 
commercial banking deposits. Oregon has one holding company which holds 42 


percent of the deposits, and the same company in Nevada holds 78 percent of the 
commercial banking deposits. 


Senator Dovetas. That is the Transamerica Corporation. 

Mr. Fiercuer. Yes. 

Senator Dove as. They have quite a hold on banking in your 
State. 

Mr. Fietcuer. Very strong, as this will indicate. 

Senator Dove.as. And in Arizona too. 

Mr. Fietrcuer. That is correct [reading]: 


In Massachusetts, two bank holding companies hold nearly 20 percent of the 
commercial banking deposits, and in Florida 5 holding companies hold almost 50 
percent cof the commercial banking deposits. 


Senator Dovetas. One of those is controlled by a branch of the 
Du Pont family. Is that not true? 

Mr. Fiercuer. Yes, sir. 

Senator Frear. You would not have any objection to that? 

Senator Douauas. I did not say whether or not I had any objection. 
I just mentioned it as a fact. I have never been quite certain about 
the relationships between the Florida branch of the DuPonts with the 
Delaware branch of the DuPonts, but I think they know each other 
when they meet underneath the rosebushes. 

Senator Frear. On financial terms I would say that they did. 

Mr. Fietrcuer. I am still quoting from Sam Rayburn, Speaker of 
the House: 


The holding companies now reach into 39 States, and no State is immune from 
invasion. The operations of the principal interstate bank holding companies 
are very extensive. As of Decem! 31, 1953, one company, the Northwest 
Bancorporation, operated 71 banks with 22 branches located in 7 States; the 
Equity Corp. operated 12 banks with 36 branches located in 6 States and District 
of Columbia and also held minority interests in 8 banks and banking simeenten: 
the Transamerica Corp. operated 47 banks, with 109 branches located in 5 States; 
the First Bank Stock Corp. operated 75 banks with 3 branches located in 4 
States; the First Security . operated 3 banks with 44 branches located in 3 
States; the General Contract Corp. o ted 6 banks located in 3 States, 

Acquisitions and. mergers sinee. mber.31, 1953, reveal an i 
increase and a startling concentration of baiking. Nine of the 26 1 banks 
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in the country, as of December 31, 1954, absorbed 46 banks that vear. Thirty- 
two of these were taken over by two banks controlled by a single holding company. 


This, as I say, is from the Congressional Record of March 28, 
1955—very recent. 

Senator Frear. They are Speaker Rayburn’s remarks? 

Mr. Fietcner. Yes. That whole quotation is. 

Senator Frear. You just finished a quotation from his remarks? 

Mr. Fiercuer. Yes, sir. 

Senator Frear. Did he say in any of his remarks—I think you 
have made a very good case for bank holding companies, but did 
Speaker Rayburn say anything about branch banking in there? 

Mr. Fuetcner. All I have is his quotation. To my knowledge 
I do not know. 

Senator Frear. What reference does it have to S. 972? 

Mr. Fietrcuer. I would like to tie those together, if I may. 

Senator Frear. All right. 

Mr. Fiercuer. Thank you, sir. 

As evidence of the interest in this whole question, I would like also 
to introduce for the record at this time a copy of a portion of the Wall 
Street Journal of Tuesday, December 28, 1954, which affects the State 
of my abode, namely, California. 


MERGER SpiuRGERS—CawirorNia Banks Pace a Nationwipe Drive For 
BiaGer Brancu SysteMs—TRANSAMERICA’S Moves Spur Oruers To ACTION; 
SMALL INDEPENDENTS DISAPPEAR 


Tue PressuRE oF COMPETITION 
(By William A. Clark, staff reporter of the Wall Street Journal) - 


San Franctsco.—The urge to merge seldom has been stronger among the 
Nation’s bankers. 

An increasing number of small, single-office banks are being gobbled up by 
larger institutions for conversion into branch offices. Banks with established 
branch systems in some cases are merging with each other to form still bigger 
systems. The growing trend is forcing many single-office banks to sprout brand- 
new branches in self-defense. 

Here in the West, where branch banking has flowered fastest, there’s a new 
surge of mergers. “There isn’t an independent bank in the State that hasn’t had 
a merger offer from a large bank,”’ declares an officer of a big San Francisco bank. 
“And you can be sure each bank that’s sold has consulted with two or more 
potential buyers.” 


CHAIN BANK OPPONENTS CONVERTED 


Every major San Francisco bank this year has moved to acquire new’branches. 
Swept along with the. tide were such large nonchain banks as Wells Fargo Bank 
and Crocker First National Bank, both of which long had been opposed to branch 
operations. 

Bank of America, already the world’s largest nongovernment bank, earlier this 
year tried to buy 23 smaller banks to add to its 545-branch system that covers 
California like a drugstore chain. But Transamerica Corp., owner of the banks, 
refused to sell to its one-time affiliate and instead merged the banks into a new 
chain of its own. The new bank, First Western Bank & Trust Co., is off to a 
flying start; it already ranks among the 25 largest.in the Nation. 

In Oregon, Transamerica earlier this year converted 18 smaller banks into 
branches of its First National Bank of Portland, touching off a three-way race 
with Seattle-First National Bank and Portland’s U. S. National Bank for top 
spot in the Pacific Northwest. 


Senator Doveras. That is owned by Transamerica? 
Mr. Fiercuer. That is correct. 
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NEW YORK, ILLINOIS 


Elsewhere in the Nation, bank mergers are a lively topic, too. New York City’s 
Bank of Manhattan this month announced it was discussing acquisition of other 
banks. Earlier Corn Exchange Bank Trust Co. and Chemical Bank & Trust Co. 
merged into one big 98-office New York City chain. In Iilinois, where State law 
bans branches, some banks are pressing for more liberal legislation. 

Nine other States also forbid branches: Colorado, Florida, Kansas, Minnesota. 
Missouri, Nebraska, Texas, West Virginia, and Wisconsin. In several of these 
States, however, bankers have been able to achieve similar results through bank 
holding companies or through systems of affiliates. 

In New York City’s neighboring Nassau County, the battle for bigger branch 
systems continues unabated. Franklin National Bank of Franklin Square, the 
county’s biggest bank, announced last Wednesday it planned to acquire First 
National Bank of Mineola. The next day, Meadow Brook National Bank of 
Merrick went its rival one better, announced plans to absorb two smaller banks at 
once, 

In the year ended June 30, the number of banks in the United States dropped by 
83, compared with an annual average decline of 41 in the previous 13 years. The 
number of branches rose by 450 in the June 30 year against an annual average 
gain of 166 over the preceding 13 years. 

In California, where time and the spectacular success of bank chains have 
helped to melt the opposition of banking authorities and even some independent 
bankers, the single-office bank is fast becoming a thing of the past. 

Although a few new ones have been started, the number of 1-office institutions 
has shrunk by about 40 since the first of this year, leaving only 114 which haven’: 
been absorbed by other banks or opened branches of their own. Of the 6,337 
branches operated by all United States banks last June 30, some 1,100 were in 
California. 

PRESSURE OF COMPETITION 


California banks’ appetite for still more branches can be traced to competition, 
according to E. E. Adams, executive vice president of Bank of California here. 
His bank for years has had two branches in Washington and another in Oregon, 
but it began building a California chain only this year. “A simple comparison of 
the results of branch and nonbranch banks showed we had to branch out or fall 
behind,’”’ Mr. Adams says. ‘You have to have receiving stations to take in the 
money where the people are.’’ 

Applying additional pressure is Transamerica Corp., the big holding company 
which has embarked on an expansion program reminiscent of the activities of the 
late A. P. Giannini, founder of Transamerica and Bank of America. Trans- 
america, which is busily building its chains in California and Oregon, also controls 
banks in Nevada, Arizona, and Washington. 

Ironically, Transamerica’s biggest rival in the West is Bank of America, with 
which it no longer has any corporate connection. ‘We shall continue to extend 
our banking services wherever possible in the Giannini tradition,” declares Bank 
of America. 

“Everybody knows Transamerica is on the grab again,’ says a top San Fran- 
cisco banker. ‘Any banker who has plans of his own had better start acting 
now,” 

BIDDING BREAKS INTO OPEN 


Although bank-buying competition usually is in the form of discreet, closed- 
door negotiations, it broke into the open recently when major stockholders of 
the 11-branch Monterey County Trust & Savings Bank called for public, com- 
petitive bids for their bank. Three San Francisco banks—American Trust Co., 
Anglo California National Bank and the Transamerica-controlled San Francisco 
Bank—submitted bids for Monterey County Trust, whose offices blanket the 
farm-rich Salinas Vallev area south of San Francisco. A fourth, Bank of Cali- 
fornia, announced it would bid but later withdrew. 

Officials of American Trust, the successful bidder, point to their “correspond- 
ent’’ relationship with Monterey County Trust as one reason for acquiring the 
smaller bank. 

Through the correspondent system, larger banks advise smaller institutions on 
roblems such as loan policy, investments, and personnel. In turn, the smaller 
anks may turn over to their correspondents loans or other business that is too 

big or complex for the small institution to handle. In addition, the smaller 
banks generally keep funds on deposit with their correspondents. This relation- 
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ship would have been lost to American Trust if Monterey County Trust had been 
absorbed into another chain. 

I think that is all I would like to read from that and I would like 
to include it as a part of my statement. 

Senator Frear. Without objection. 

(The document referred to follows:) 


[The Wall Street Journal, Tuesday, December 28, 1954] 


Mercer SpiturGers: CaunrrorniA Banks Pace A NATIONWIDE DRIVE FOR 
Biacer Brancx SysteMs—TRANSAMERICA’S Moves Spur Oruers To AcTION; 
SMALL INDEPENDENTS DIsSAPPEAR—THE PRESSURE OF COMPETITION 


(By William A. Clark, staff reporter of the Wail Street Journal) 


San Francisco.—The urge to merge seldom has been stronger among the 
Nation’s bankers. 

An inereasing number of small, single-office banks are being gobbled up by 
larger institutions for conversion into branch offices. Banks with established 
branch systems in some cases are merging. with each other to form still bigger 
systems. The growing trend is forcing many single-office banks to sprout brand- 
new branches in self-defense. 

Here in the West, where branch banking has flowered fastest, there’s a new 
surge of mergers. ‘‘There isn’t an independent bank in the State that hasn’t 
had a merger offer from a large bank,” declares an officer of a big San Francisco 
bank. ‘“‘And you can be sure each bank that’s sold has consulted with two or 
more potential buyers.” 


CHAIN-BANK OPPONENTS CONVERTED 


Every major San Francisco bank this year has moved to acquire new branches. 
Swept along with the tide were such large nonchain banks as Wells Fargo Bank 
and Croeker First National Bank, both of which long had been opposed to branch 
operations. 

Bank of America, already the world’s largest nongovernment bank, earlier this 
year tried to buy 23 smaller banks to add to its 545-branch system that covers 
California like a drugstore chain. But Transamerica Corp., owner of the banks, 
refused to sell to its one-time affiliate and instead merged the banks into a new 
chain of itsown. The new bank, First Western Bank & Trust Co., is off to a flying 
start; it already ranks among the 25 largest in the Nation. 

In Oregon, Transamerica earlier this year converted 18 smaller banks into 
branches of its First National Bank of Portland, touching off a three-way race 
with Seattle-First National Bank and Portland’s U. 8. National Bank for top 
spot in the Pacific Northwest. 


NEW YORK; ILLINOIS 


Elsewhere in the Nation bank mergers are a lively topic, too. New York City’s 
Bank of Manhattan this month announced it was discussing acquisition of other 
banks. Earlier, Corn Exchange Bank Trust Co. and Chemical Bank & Trust 
Co. merged into one big 98-office New York City chain. In Illinois, where State 
law bans branches, some banks are pressing for more liberal legislation. 

Nine other States also forbid branches: Colorado, Florida, Kansas, Minnesota, 
Missouri, Nebraska, Texas, West Virginia, and Wisconsin. In several of these 
States, however, bankers have been able to achieve similar results through bank- 
holding companies or through systems of affiliates. 

In New York City’s neighboring Nassau County, the battle for bigger branch 
systems continues unabated. Franklin National Bank of Franklin Square, the 
county’s biggest bank, announced last Wednésday it planned to acquire First 
National Bank of Mineola. The next day, Meadow Brook National Bank of 
Merrick went its rival one better, announced plans to absorb two smaller banks 
at once, 

In the year ended June 30, the number of banks in the United States dropped 
by 83, compared with an annual average decline of 41 in the previous 18-years. 
The number of branches rose by 450 in the June 30 year against an annual aver- 
age gain of 166 over the preceding 13 years. 
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In California, where time and the spectacular success of bank chains have 
helped to melt the opposition of banking authorities and even some independent 
bankers, the single-office bank is fast becoming a thing of the past. 

Although a few new ones have been started, the number of 1-office institutions 
has shrunk by about 40 since the first of this year, leaving only 114 which haven’t 
been absorbed by other banks or opened branches of their own. Of the 6,337 
branches operated by all United States banks last June 30, some 1,100 were in 
California. 

PRESSURE OF COMPETITION 


California banks’ appetite for still more branches can be traced to competition, 
according to E. E. Adams, executive vice president of Bank of California here. 
His bank for years has had two branches in Washington and another in Oregon, 
but it began building a California chain only this year. ‘‘A simple comparison 
of the results of branch and nonbranch banks showed we had to branch out or 
fall behind,’’ Mr. Adams-says. ‘You have to have receiving stations to take in 
the money where the people are.” 

Applying additional pressure is Transamerica Corp., the big holding company 
which has embarked on an expansion program reminiscent of the activities of 
the late A. P. Giannini, founder of Transamerica and Bank of America. Trans- 
america, which is busily building its chains in California and Oregon, also controls 
banks in Nevada, Arizona, and Washington. 

Ironically, Transamerica’s biggest rival in the West is Bank of America, with 
which it no longer has any corporate connection. ‘‘We shall continue to extend 
our banking services wherever possible in the Giannini tradition,” declares Bank 
of America. 

“Everybody knows Transamerica is on the grab again,’’ says a top San Fran- 
ciseo banker. “Any banker who has plans of his own had better start: acting 


now. 
BIDDING BREAKS INTO OPEN 


Although bank-buying competition usually is in the form of discreet, closed-door 
negotiations, it broke into the open recently when major stockholders of the 
11-branch Monterey County Trust & Savings Bank called for public, competitive 
bids for their bank. Three San Francisco banks—American Trust Co., Anglo 
California National Bank, and the Transamerica-controlled San Francisco Bank— 
submitted bids for Monterey County Trust, whose offices blanket the farm-rich 
Salinas Valley area south of San Francisco. A fourth, Bank of California, 
announced it would bid but later withdrew. 

Officials of American Trust, the successful bidder, point to their “correspondent”’ 
roetanae with Monterey County Trust as one reason for acquiring the smaller 
oank. 

Through the correspondent system, larger banks advise smaller institutions 
on problems such as loan policy, investments, and personnel. In turn, the 
smaller banks may turn over to their correspondents loans or other business that 
is too big or complex for the small institution to handle. In addition, the smaller 
banks generally keep funds on deposit with their correspondents. This relation- 
ship would have been lost to American Trust if Monterey County Trust had been 
absorbed into another chain. 


KEEPING CORRESPONDENTS’ BUSINESS 


Many another merger has been motivated by a similar desire to hang on to the 
business of correspondents. ‘It’s to the big bank’s interest to keep its correspond- 
ents from being swallowed up by someone else—by buying them, if necessary,” 
explains a San Francisco banker. 

The merger trend still runs into opposition from independent bankers in Cali- 
fornia. A spokesman for this group is Harry J. Harding, president of the First 
National Bank in Pleasanton, and head of the Independent Bankers Association 
of the 12th Federal Reserve District. 

“The ultimate result of unrestrained branch banking is Government control of 
banking,’ argues Mr. Harding. ‘As the chains become bigger and fewer, they 
constitute such a menace to free competition and such an enormous bloc of eco- 
nomic control that the Government has to step in, in the public interest, and 
exercise control itself.’’ 

Mr. Harding contends small, independent banks can compete successfully with 
branch banks. “Even the branch bankers admit that, in the same localities, 
independents grow faster than branch units,’ he says. 
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MANAGEMENT A PROBLEM 


A California banking expert.admits single-unit banks can hold their own against 
branch banks—provided they have good management. ‘But good management 
is harder to maintain in a unit bank than in a chain because there aren’t enough 
top positions or salaries to attract young talent,’’ he adds. 

Many California banks, both big and small, contend fast-growing cities are 
served better by branches of big chains than by small independents. ‘We were 
seeing an awful lot of business go to the competition,’”’ says an officer of a small 
Northern California bank recently acquired by a San Francisco institution. ‘‘But 


now, since we’ve merged, the big accounts we couldn’t have handled before are 
beginning to come in.” 


‘‘A big company has to have a big bank to handle its needs,” says an officer of a 
large San Francisco chain bank. “If it builds a new plant in a small town, it 
wants the big bank there.”’ 


EX-INDEPENDENT COMMENTS 


“This may be a strange thing for an old, die-hard independent banker to say, 
but I really believe branch banking has more to offer, both to the public and bank 
personnel,’ says Charles Bessac, who was vice president of Vallejo Merchants & 
Mechanics National Bank, Vallejo, when it was acquired recently by Anglo 
California National. 

It’s hard to find any local businessmen who object to the merger trend. C. L. 
Breckinridge, controller of Vallejo’s biggest department store, is one who says: 
“T really can’t say that it makes any difference to us at all.”’ 

Pensions are one factor that lures some small banks into mergers. Most big 
banks have pension plans, but smaller institutions often can’t afford attractive 
plans. The aequiring bank usually blankets the officers of the smaller bank into 


its pension system. 

Senator Frear. Senator Douglas. 

Senator Douveuias. Mr. Fletcher, even that does not take into 
account mergers since the first of the year involving Chase-National 
City and First National. Is that correct? 

Mr. Fiercuer. That is correct. That is as of Tuesday, December 
28, 1954, and there is still another page which I did not want to take 
your time with. 

Senator Dovetas. Yes. 

Mr. Fiercuer. I point out, Senator Frear and Senator Douglas, 
that we do not come here as fighting the banking structure in the 
sense that they are developing many branches in the holding com- 
panies and chain banking—it is not our purpose whatsoever and that 
can be left:te your wisdom in separate legislation which I believe you 
are considering at this time. But we do wish to point out that we do 
not feel that the Federal Savings and Loan Associations should be 
curtailed in their ability to furnish competition for the mortgage 
loan business of the United States. 

Let us go back a little bit when you think of it. We are creatures 
of the Federal Government. We had the Home Owners Loan Act of 
1933. If they intended we should be their babes and grow into big 
strong fellows we should be given an opportunity to do that, and | 
believe we have. We have justified the confidence of the United 
States Congress in that we have now $32 billion in assets and are 
doing in excess of 40 percent of the real estate loan business of the 
United States. It is with that in mind that we feel when you talk 
about restricting us in these various States, these 24 States, you are 
talking about a condition but not a theory. Theoretically you say, 
why cannot the people in the various States—— 


Senator Frear. How does this bill propose to restrict them in the 
various States? 
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Mr. Fiercuer. I am about to comment oa that. 

Senator Frear. Surely. 

Mr. FLetcuer. When you say it is possible for the States, by State 
laws, to permit branches, you are talking about a theory and not a 
condition, because I happened to pick out over lunchtime seven 
States. Florida has 66 Federal savings and loans and 4 State savings 
and loans. What chance does that State group have in their State 
capitol? Asa condition and not a theory now. What chance do they 
have to get legislation through for branch banking? I asked the 
question and will answer it myself. Very little. 

The same thing with Georgia. They have 63 Federals and 5 State 
associations. Tennessee has 36 Federals and 3 State associations. 
Arkansas has 36 Federals and 7 State associations. Mississippi has 
21 Federals and 6 State associations. Wyoming has 9 Federals and 
no State associations. The point is that the iofluence of the State 
savings and loan associations is very slight in those States, particu- 
larly as you see it here. We feel it is a good honest opposition. The 
bankers are out to stop the State savings and loans from having 
branches in those States, which would mean, according to S. 972, we 
would be unable to have Federal branches in those States. 

Senator Frear. Maybe, Mr. Fletcher, we are overlooking something 
here. I believe you said a moment ago in your statement Congress 
should rightly concern itself about this and I believe in the preamble 
of the Home Loan Bank Board Act it says, “local thrift institutions”’ 
does it not? Then maybe we are in the wrong here in even talking 
about Federal savings and loans, but should be down in Florida and 
Georgia promoting State instead of Federal savings and loans. If it 
is a matter of competition against bigness and monopoly, then it looks 
like Federal savings and loan is a monopoly in those two States, versus 
State savings and loan. 

Mr. Fiercuer. Because there has been a need and they have come 
in and formed the Federal savings and loans. We are only talking 
about need. They cannot go across State lines except for the one 
exception made Some time ago. Furthermore, vou cannot have a 
branch beyond the 50-mile limit. So it is still local institutional thrift 
we are talking about. We are talking about a trade area of 50 miles. 

Senator Frrar. May L ask, is there anything in S. 972 which would 
prevent an association being granted a charter in any locality if the 
need was there? 

Mr. Fietrcuer. Nothing whatsoever, but it does prevent, as the 
Chairman said this morning, a branch of a Federal from going in. 
And there are many localities—and I would be very happy to give 
vou some examples if you would like to have them—there are many 
localities which need a branch of a Federal savings and loan, that can 
support a branch, but could not support a new association. 

Furthermore, it is quite an expensive proposition for a group of 
men at this stage to get together capital and know-how to go into it. 
It is much more difficult. A branch is something that the larger 
institution can carry the overhead on until that branch is on its feet. 

Senator Frear. But you have said in your statement also, I believe, 
that the legislatures of those two States, specifically, Georgia and 
Florida, are unaware of the needs of the people and, therefore, not 
passing legislation to the best interests of them. 
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Mr. F.Letcuer. I haven’t said that, but it is a condition and not a 
theory that it will be very difficult for those State associations 

Senator Frear. All right, but what in theory you said is in those 
State legislatures, the people in Florida who want these thrift institu- 
tions do not have a ghost of a chance to get them if you are not 
permitting Federal savings and loan associations because—as I under- 
stood it, although maybe incorrectly—because they did not have 
enough influence in the legislature, but they have enough influence 
with three men in Washington. 

Mr. Fiercuer. That is not the point at all. The point is that in 
these particular States—no one is sufficiently interested to fill this 
need. There are just a few associations there. I presume, and 
| guess you do too, if it has been a good thing for the 40 percent of the 
people of the United States who received these real estate loans, then 
it would also be a good thing for the other States which are not being 
properly served now—in 24 States which would not be able to have 
branches according to S. 972. 

Senator Frear. I do not believe it says they cannot have local 
thrift institutions. 

Mr. Fiercuer. I am sure of that. But we are talking about 
branches, and I feel they should be permitted too. This is a creature 
of the Federal Government and there is no reason why if we can add 
to the financial institutions—— 

Senator Frear. If it is a creature of the Federal Government then 
the Federal Government should issue regulations and not the three- 
man board. 

Mr. Fiercuer. Actualiy that is what is contemplated at the present 
time. Mr. MeAllister has one completely drawn, which he mentioned 
this morning, I believe. 

Senator Frear. Yes. 

Mr. Fiercumr. That should have heen made a matter of record 
before this bill ever came up here. We actually asked for that, as a 
matter of record. The United States Savings and Loan League have 
gone on record as asking for that regulation. Are you aware of that, 
Senator? 

Senator Frear. Are you talking about the regulation that has been 
posted in the Federal Register but the Home Loan Bank Board never 
executed or called on yet? 

Mr. Fiercuer. That is correct. 

Senator Frear. Sure. 

Mr. FtetcuHer. We would like that. 

Senator Doveias. Would you like that as an amendment. 

Mr. Fiercumr. Very much. 

Senator Frear. That is right. That is Senator Douglas’ amend- 
nent I am sure you are familiar with the vote in the Senate on 
that Dill. 

Senator Dovenas. There has been a lot of education since then. 

Mr. Fiercuer. I am also aware of the fact that last year, in 1954, 
the Senate was not aware of the opposition of the administration. 
In some way it was not brought clearly to their attention as to the 
opposition of the administration to S. 972. 

Senator Frear. I must admit, Mr. Fletcher, I think there are 
some Members of the Senate down here who realize there is opposition 
in the administration not only on this bill, but other things. 
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Mr. FLetcuer. There is certainly at this time. 

Senator Doue.as. By the way, is the Chairman of the Home Loan 
Bank Board here? Is there anyone here speaking for the Home 
Loan Bank Board? Any scout? 

Senator Frear. I think Mr. Fletcher is a pretty good man to speak 
for them, and he has done a pretty good job for them. 

Mr. Fiercuer. Thank you. 

Senator Dovetas. I made a note when Mr. McAllister testified this 
morning, there is no way to know as to whether he was speaking solely 
for himself, or speaking for the administration. It is sometimes 
difficult to tell. Although I heard you say, or inferred you were 
saying that the Chairman of the Home Loan Bank Board was speaking 
for the administration. 

Mr. Surpxer. Before you got in Administrator Cole preceded Mr. 
McAllister and stated that the HHFA was opposed to the bill. 

Senator Dovetas. But was the administration opposed? 

Mr. SuipHer. It is not part of the President’s program, as the saying 
goes. 

Senator Dovetas. It is sometimes difficult to find out where the 
administration stands on these. 

Mr. Super. Mr. Cole pointed out his objections and, of course, 
he speaks for the President in that Department. 

Senator Doveias. We have had the Secretary of Labor before an- 
other committee of which I am a member, who said he spoke for the 
administration favoring extension of minimum wages to chainstores. 
But a month afterward he sent up a letter saying he did not propose 
any such thing, but he wanted to study the measure. So the attitude 
of the Administration is like quicksilver. When you try to put your 
hand on it, it jumps away. 

Senator Frear. I do not want to make a statement about the 
gentleman. Mr. Cole’s statement for this independent agency was 
not on the part of the administration. 

Mr. SurpHer. He was speaking this morning on this bill, and I 
believe the committee’s request—— 

Senator Frear. I think the hearings will bear it out pretty well as 
to what he said. 

Mr. Fuetcuer. Mr. Cole -is definitely on record as-opposed to 
S. 972. 

Senator Dova.as. I will believe it when I see it over the S 
of the President. Put not your trust in those gentlemen, Mr. Fletcher 

Mr. Fiercuer. Well, a word from the wise is sufficient, 

Senator Frear. I think that is a rather cautious admonition to give 
such a favorable supporter of theirs. 

aoe Dovetas. I want him to put his trust in the right sort of 
people 

Mr. Fiercuer. If there are no further questions 

Senator Frear. I think without doubt, Mr. Fletcher, your testi- 
mony stated the views of your savings and loan league as far as you 
represented them, and I am sure that is 100 percent. I do not know 
whether that is a unanimous vote of all the members of your associa- 
tion or not, but regardless of that I think you have given some sig- 
nificant testimony, and we appreciate it very much. I am glad to 
have your views, personally, 'as a member of the committee. 

Mr. Fuercner. Thank you. 
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Senator Frear. There is a lot yet between you and me, and it is a 

great chasm. Maybe someday we will overcome that and get to- 
ether. 

. Mr. Fiercuer. It seems a little strange for a Republican as I have 

been, and having served in the Congress, to come here and talk for 
the Federal point of view, when the men on the Democratic side, 
some of them, seem to be very much of the other point of view. The 

States rights point of view this time. 

Senator Frear. I suppose that the basis for some of these things 
could get right down to States’ rights. I have a great admiration for 
the State legislatures, and I think many times that the Congress of the 
United States is taking a lot of powers away from the States—maybe 
by the will of its legislatures. But personally I think it belongs, and 
rightfully so, in the States and not the Federal Governmet. 

Mr. Fietcuer. I agree with you, but the only thing I would like 
to say there is, there is a place for both of them just like there is a place 
for a national bank and a State bank. 

Senator Frear. I do not want you to think I am opposed to Federal 
savings and loan associations, because I am not. 

Mr. Fiercuer. Thank you. 

Senator Dovetas. I would like to have you realize who your real 
allies are, Mr. Fletcher. The vote on the first Douglas amendment 
last year showed of the 14 favorable votes you received there were 13 
Democratic votes and only 1 Republican vote. 

Mr. Fiercuer. I am aware of that. 


Senator Dovetas. So I suggest if you expose youre to what has 
been going on here, your mind will not only be broadened, but your 
political allegiances will be transferred. 


Mr. Fiercuer. It could be. You cannot tell. Are there any 
further questions, Senator? 

Senator Frear. None from me. Senator Douglas? 

Senator Dovetas. No. I look forward with great anticipation to 
the moral development of Mr. Fletcher. 

Senator Frear. It was nice to have you gentlemen. I thank you. 

Mr. Fiercner. Thank you very much. 

(The prepared statement of Mr. Fletcher follows:) 


STATEMENT OF CHARLES K. FLETCHER, REPRESENTING UNrTep Sratres Savincs 
AND Loan LEAGUE 


My name is Charles Fletcher. I am president of the Home Federal Savings and 
Loan Association of San Diego, Calif., and I appear here as vice chairman of the 
legislative committee, and chairman of the subcommittee on financial relations 
legislation, of the United States Savings and Loan League. 

Savings and loan associations are today the largest single source of home financ- 
ing credit, making nearly 40 percent of all of the mortgage loans in the country. 
The membership of the league consists of both State and federally chartered 
savings and loan associations. There are only 1,640 Federal associations, so it is 
obvious that the majority of the league’s 4,200 members operate under State 
charter. In point of total resources, the league membership represents approi- 
mately 90 percent. of the $31 billion savings and loan business, The position 
which I present is the official position of the league and thus represents the judg- 
ment of both State and federally chartered associations. 

Bills similar to $. 972 have been introduced in Congress for a number of years. 
They have been uniformly opposed by the savings and loan associations of the 
country and by the administration—both the present administration and the 
previous administration—and are vigorously opposed by the Federal agency 


responsible for the supervision of Federal savings and loan associations, the Home 
Loan Bank Board. 
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The United States Savings and Loan League is opposed to the enactment of 
S. 972 for two basic reasons. First, there is no need for any Federal legislation 
on the subject of branches; and secondly, the proposed legislation would arbi- 
trarily and unwisely prohibit the establishment of branches for Federal associa- 
tions in half of the States of the Union and it would be contrary to the public 
interest.and the national housing program. 

With respect to point one, the enactment of 5. 972 is unnecessary because the 
present procedures provide elaborate safeguards and insure against the unwise 
or ill-advised operation of branches by Federal associations. Of the 262 branches 
of Federal associations now in existence, we know of none which has proven 
unsuccessful or harmful to properly conducted existing institutions. 

The Home Loan Bank Board has followed careful and conservative practices 
in the granting of branch offices. The Board provides for hearing and the pres- 
entation of protests in connection with each branch application, and the oppo- 
nents to a branch application, whether local commercial banks, mutual savings 
banks, or savings and loan associations, are given full opportunity to present 
their arguments and to cross-examine representatives of the applicant association 
without limit. I am sure the committee realizes that when a national bank 
applies for a branch office there is no public hearing and no opportunity for a 
savings and loan association to express its opposition to the branch in any manner. 

Furthermore, the Home Loan Bank Board has voluntarily adopted restrictive 
practices which limit the approval of Federal branches to the pattern prevailing 
in the State with respect to State-chartered financial institutions accepting 
savings from the public and engaging in home mortgage financing. 

Individually the branches operated have an excellent record. Collectively, the 
record indicates that savings and loan associations have fewer branches in num- 
ber and in ratio to total associations than any other type of financial institution. 
It is amazing to me that representatives of financial institutions with thousands 
of branch offices would appear before Congress to complain of, and ask restric- 
tion on Federal savings and loan associations which have only 262 branches 
throughtout the entire country. Perhaps the most startling figure is the one 
showing that the number of branches opened by banks during just 1 year—1954 
is more than twice the number of Federal branches opened in the past 20 years. 

The tabulation of branch offices by Federal associations, commercial banks 
and savings banks demonstrates very clearly that savings and loan associations 
are the financial system least in need of congressional restriction on branch 
operations. 





Number of | Number of | Branches per 
institutions branches 100 units 


Federal savings and loati associations 
Commercial banks 


Mutual savings banks 








Congress has rightfully concerned itself over the years with the prevention of 
monopolies and the prevention of concentration of banking power. Here again 
it is interesting to note that of the major financial systems the Federal savings 
and loan system is the one least in need of corrective legislation. The savings 
and loan business is one of the few major businesses in the country in which no 
one unit represents even 1 percent of the total business. 

While the 10 largest commercial banks have approximately 17.5 percent of all 
commercil bank deposits in the country, and the 10 largest savings banks have 
approximately 25 percent of all savings bank deposits in the countrv, the largest 
10 savings and loan associations have just 5 percent of the savings and loan assets. 
Furthermore, in savings and loan associations there is no opportunity for indirect 
control and manipulation through holding companies or stock control; whereas it 
is well known that holding companies dominate the banking business in certain 
States and that mutual savings banks are major holders of the stock of competing 
commercial banks in some States. 

In this connection I should like to quote from the remarks of Speaker Sam 
Rayburn as reported in the Congressional Record of March 28, 1955. 

“In certain States, the concentrated control of banks by holding companies 
reaches extremely high proportions. In Arizona, 2 bank holding companies 
hold over 80 percent of the commercial bank deposits. In Minnesota, 2 
holding companies hold 45 percent of the commercial deposits. In Montana, 
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the same 2 holding companies hold over 44 percent: in North Dakota 29 
percent; and in South Dakota 37 percent of the commercial banking deposits. 
In Washington, 3 bank holding companies hold 32 percent of the commercial! 
banking deposits. Oregon has 1 holding company which holds 42 percent of 
the deposits, and the same company in Nevada holds 78 percent of the commercial 
banking deposits. In .Massachusetts, 2 bank holding companies hold nearly 
20 percent, of the commercial banking deposits, and in Florida 5 holding companies 
hold almost 50 percent of the commercial banking deposits. 

“The holding companies now reach into 39 States, and no State is immune from 
invasion. The operations of the principal interstate bank holding companies are 
very extensive. As of December 31, 1953, 1 company, the Northwest Bancor- 
poration, operated 71 banks with 22 branches located in 7 States; the Equity 
Corp. operated 12 banks with 36 branches located in 6 States and District of 
Columbia and also held minority interests in 8 banks and banking companies; 
the Transamerica Corp. operated 47 banks, with 109 branches located in 5 States, 
the First Bank Stock Corp. operated 75 banks with 3 branches located in 4 
States; the First Security Corp. operated 3 banks with 44 branches located in 
3 States; the General Contract Corp. operated 6 banks located in 3 States. 

‘Acquisitions and mergers since December 31, 1953, reveal an accelerated 
increase and a startling concentration of banking. Nine of the 26 largest hanks 
in the country, as of December 31, 1954, absorbed 46 banks that year. Thirty-two 
of these were taken over by two banks controlled by a single holding company.”’ 

We recognize that the Congress has. before it legislation regarding bank holding 
companies and we cite these figures simply to emphasize the vast difference 
between the distribution and control of the savings and loan business and that in 
other financial systems. 

I believe that the foregoing demonstrates clearly that there is no need for this 
legislation. I would like to turn now to the adverse effects of such legislation. 

It is well known that the movement to suburban areas is continuing and that 
more and more business of all kinds is being conducted in the suburban shopping 
areas. These rapidly growing new communities are the very areas which need 
nearby and convenient home-financing facilities, but in the earlier stages of a 
community’s development it may not be able to support a newly organized savings 
and loan association; and yet under 8. 972, Federal associations would be denied 
branches in 24 States, regardless of the need and regardless of the desirability and 
justification for the branch office. 

For a number of years now Congress has enacted major housing legislation 
which included provisions designed to extend mortgage facilities to the less densely 
populated areas of the country. The voluntary home mortgage credit program 
and the rechartered Federal National Mortgage Association are two of the latest 
legislative attempts to smooth out the flow of mortgage funds to all geographical 
areas. 

I do not think that the Congress would want to sound the death knell for branches 
of Federal associations in some 24 States and lessen the part which savings and 
loan associations, the largest single source of home-financing credit in the country, 
can play in assisting veterans and others to home ownership. On the contrary, 
there are many indicatiors that Congress would prefer to encourage our institu- 
tions to reach into the areas which now lack adequate home-financing facilities. 

In closing I would like to make some general comments on this problem of 
relations between financial institutions. When several different types of insti- 
tutions engage in the same services; that is, savings facilities and home lending, 
it is inevitable that there will be competitive differences and arguments. We in 
the United States League believe that the paramount job of all financial institu- 
tions is to serve the public interest and that in the long run the healthy develop- 
ment and financial soundness of all financial institutions are very much inter- 
related. A prosperous savings and loan business makes for a prosperous banking 
business, and vice versa. . Associations directly maintain large deposits in banks 
and each lending operation stimulates business in the community and generates 
business activity which benefits the bank. Furthermore, we know that if the 
public loses confidence in one financial system it is quickly reflected in loss of 
confidence in other financial institutions. 

Because of this, and because each of the financial systems has sincere and 
competent supervisory agencies, we have never attempted to tell Congress how 
it should legislate for banks. I make this point so that the absence. of savings 
and loan witnesses on legislation affecting banks and mutual savings banks will 
not be interpreted as an indication that we have no interest or concern over 
banking practices. We simply feel that as a matter of principle it is best for 
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Congress and the respective supervisory agencies to deal with each of the financial 
systems. 


We appreciate the opportunity to express our views on this important bill and 
we ask that the committee disapprove the measure because it would be harmful 
to the savings and loan business and the public we serve, and because the present 
procedure for granting branches is sound and conservative. 

Senator Frear. Mr. James E. Bent, president of the Hartford 
Federal Savings & Loan Association of Hartford, Conn. I assume he 
is representing the National Savings & Loan League. 


STATEMENT OF JAMES E. BENT, ACCOMPANIED BY HAROLD P. 
BRAMAN, EXECUTIVE MANAGER, NATIONAL SAVINGS & 
LOAN LEAGUE 


Mr. Bent. That is right. 

Senator Frear. Mr. Bent, you and your associate are welcome here 
at this table. 

Mr. Bent. This is Mr. Harold P. Braman, executive manager of 
the National Savings & Loan League. 

Senator Frear. Mr. Bent, you may identify yourself for the record 
and proceed. 

Mr. Bent. Thank you, Senator. I have a prepared statement to 
offer, and I presume you have a copy. In the interests of saving time 
I will summarize this and have a couple of comments I would like to 
make thereafter. 

My name is James E. Bent, president of the Hartford Federal 
Savings & Loan Association of Hartford, Conn. In making this 
statement I am representing the National Savings & Loan League. 
We are strongly opposed to the enactment of S. 972. S. 972 would 
eliminate the authority of the Home Loan Bank Board to establish 
branches for Federal savings and loan associations. Under this 
limited authority the Home Loan Bank Board could grant branches 
only where in the particular State, State-chartered savings and loan 
associations or mutual savings banks by law or practice could have 
branches. 

Savings and loan associations are, and have been from their incep- 
tion, specialized institutions in two particular fields of endeavor. The 
first is the business of attracting savings of middle-income persons 
who find this medium a method whereby they can save money and 
at the same time receive a reasonable rate of return. These people 
are not able or desirous of using the broad investment fields open to 
high-income people providing a higher rate of return and for the 
most part are not customers of a commercial bank. 

The second field of savings and loan associations is the home 
mortgage financing field in which they have been engaged since their 
inception. Savings and loan associations do more home financing 
than any other institution. They were organized for this purpose, 
are specialists in the field and have done more to provide home owner- 
ship in the United States than any other single factor. 

These two fields of endeavor, the garnering of savings and the 
furtherance of home ownership, are essentially in the public interest; 
and we respectfully submit that this Congress should and is desirous 
of doing nothing to interfere with this public service that is being 
rendered by the savings and loan associations. 
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S. 972 is sought by its supporters for the sole purpose of eliminating 
the competition of these thrift and home financing institutions. Cer- 
tainly Congress should not enact any laws designed to interfere with 
the free competitive enterprise system of this country. Can Congress 
in any way justify the enactment of a bill which would eliminate the 
competition of a savings and loan facility in remote areas, badly in 
need of such service and competition? There are many areas 
throughout the United States that would be too small to sustain an 
independent savings and loan association but large enough to be 
served by a branch. 

The argument of States’ rights is advanced in order to push the 
passage of a bill designed to eliminate competition. States’ rights is 
an argument that we feel is used promiscuously by the supporters or 
opponents of any legislation to advance their interests, irrespective 
of whether or not States’ rights are actually involved. We say that 
there is no question of States’ rights involved in this case, because 
States’ rights means leaving to the State for its determination prob- 
lems peculiarly within the province and domain of a State. The 
garnering of savings and the furtherance of home ownership have been 
determined by the Congress to be in the domain of the Federal Gov- 
ernment when they created the Federal savings and loan system. 
States are not permitted to prohibit the chartering of Federal savings 
and loan associations within their bounds where the Home Loan 
Bank Board determines there is need for such. By identically the 
same Federal priority it should not be in the domain of a State to 
discriminate against the creation of a branch of a Federal savings and 
loan association where the Home Loan Bank Board determines that 
there is a need for such. There is no legal, constitutional, moral, or 
ethical issue with respect to States’ rights involved in this bill. 

No branch can be granted unless the Home Loan Bank Board deter- 
mines that there is a need for such in the community to be served and 
must further determine that it will not injure existing thrift and home 
financing institutions. The Board has been very conservative in its 
operation of the Federal savings and loan system and particularly in 
the granting of branches. Where national bank branches are granted 
liberally and in large numbers, Federal savings and loan associations 
have been granted in relatively few cases. Where branches of national 
banks are granted by prompt administrative decisions, branches of 
Federal savings and loan associations are not granted until a hearing 
has been set up providing all interested parties with an opportunity 
to appear and present their views to the Board. 

There is a pronounced trend throughout the United States for the 
creation of shopping centers or business facilities in outlying or sub- 
urban areas. The commercial banks are for the most part supplying 
the demand of their customers for facilities in these areas by creating 
branches. Other business enterprises are doing the same. ‘This is 
certainly not the time for Congress to stifle the competition of Fed- 
eral savings and loan associations in these new areas. Congress has 
an oft-repeated policy of furthering thrift and home financing, of pro- 
viding home financing facilities in remote areas, and of furthering 
our free, competitive, private enterprise system. The enactment 
of S. 972 would fly in the face of all these well-established policies. 
The Administration has a like policy and opposed the enactment of 
the similar bill in the last Congress. 

63384—55 1 
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Federal savings and loan associations are mutual organizations 
owned entirely by the investors who put their savings into these insti- 
tutions and by the borrowers therefrom. There is no element of these 
institutions seeking to gain profit for a few or for the institution itself. 
Nor is granting of a branch considered by the Board on the basis of 
whether it will further the interest of the association, but solely on the 
ground of need in the community to be served. 

In conclusion, we urge this committee not to report favorably on a 
bill designed to restrict competition and free enterprise; not to report 
favorably on a bill contrary to the policy of Congress for furthering 
thrift and home ownership; and not to report favorably on a bill 
contrary to the policy of Congress to provide home financing in remote 
areas. We submit that it was time that the proponents of this bill 
devote their time and efforts to free and open competition in true 
American style, rather than seeking to stifle competition by prejudicial, 
inhibitory legislation. S. 972 is contrary to the fundamental prin- 
ciples of American economic philosophy. 

I would like to state further, in the first place to emphasize a point 
that was brought out here by Mr. Fletcher, the establishment of the 
Home Loan Bank System under the Home Loan Act of 1933 were 
pointed specifically at establishing these associations, because at that 
time there was not any doubt but what the establishment of these 
associations in the various States would be probably contrary to many 
of the laws of those States. 

But under the law, as you have pointed out just a few minutes ago, 
the purpose of the Congress was to stimulate thrift on a national basis, 
and home ownership throughout the country. I certainly think our 
type of institution has demonstrated very effectively that we have 
been able to do that by building a national industry of $31 billion with 
savings of some $27 billion or more. 

Certainly we have brought home ownership to America, as Mr. 
Fletcher pointed out, and we are financing at the present time more 
than 40 percent of the homes of the Nation. 

Further, we need to bring these facilities to these rural areas which 
cannot be served, and cannot be served by institutions which are 
starting from scratch. 

As was pointed out, why can’t they compete with the commercial 
banks on the same basis? For the simple reason these are mutual 
institutions and are starting with no capital funds. If you are going 
to start a commercial bank you get a group of people together who 
put up the necessary capital. It is a profitable enterprise and they 
can take their risks and make their profit. But who is going to put 
up money in a small area where the chance of loss is very great and 
the chance for gain is naught? ae cannot make anything. The 
only one who can benefit at all from the creation of a Federal savings 
and loan association is the manager of that association by the salary 
he might get from it; and I can tell you, sir, it is a very small thing 
to start with and never out of line with the size of that institution. 

Senator Frear. May I ask, Mr. Bent, where do you obtain the 
one that you finance yourself with? 

Mr. Bent. Sir, if I lived in your community and we thought there 
was a need to you and that we might stimulate the need for home- 
ownership through a legitimate institution in the community, you 
and I might get together with a few other individuals, and in the 
interests of the community we could beat the bushes. 
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Senator Frear. You make home loans? You make loans for 
financing and construction of home dwellings, do you not? 

Mr. Bent. That is right, sir. 

Senator Frear. What is your source of capital? 

Mr. Brent. The people who bring savings into the institution. 

Senator Frear. Then, of course, as you have just well said, they 
are people in the local community who buy shares of stock in a savings 
and loan association? 

Mr. Bent. That is right. 

Senator Frear. Are they any different than the stockholder in the 
commercial bank? 

Mr. Bent. Yes, sir, they are, very definitely so. 

Senator Frrear. By financing I mean. 

Mr. Bent. Yes, they are. 

Senator Frear. In order to obtain capital? 

Mr. Bunt. Yes, they are. 

Senator Frear. How? 

Mr. Bent. Because in the first place if you are opening a commercial 
institution with a savings department, if you gather the savings into 
that institution, they are granted a dividend or an interest rate of 
whatever you are able to pay on that. Usually there is a profit in 
excess of that thing which benefits the stockholder. In other words, 
usually he can get 5 or 6 percent. 

In addition to that, as the profits accrue to that company, the value 
of his stock inereases. That is not so in a mutual institution. 

Senator Frear. What interest rate do Federal savings and loan 
associations pay to the péople who invest money with them? 

Mr. Benv. They vary. Usually when they start it is a very small 
increment, because there are little or no earnings, and people have to 
have faith and go along with it, because they believe in the community. 
The highest I know of in any sizable institution is in the Far West. 
] think they are paying 3% percent. In other areas they are paying 
3 percent. In my own particular area they are paying 2%. 

Senator Frear. That in itself is an attraction for people to buy 
shares or stock in it, is it not? 

Mr. Bent. Sir, in my own institution I can assure you we lost 
about 40 percent of all our withdrawals in the last 3 months to the 
stock market where the return was a great deal higher, and a lot of 
that went into the stock of commercial banks. 

Senator Frear. Well, of course, the stock market hearings are—— 

Mr. Bent. I am not objecting to these things, sir. I am merely 
stating a faet—that we have no opportunity in our institutions 

Senator Frear. Well, what advantage did the commercial banks 
who have savings departments in like position to you as a Federal 
savings and loan association have? Did the people leave their money 
in the trust department in the savings account of the commercial 
institution in your area and draw it out of the Federal savings and 
loans to invest in stocks? 

Mr. Bent. I do not believe I understand the question. 

Senator Frear. I thought I understood you to say just a while 
ago that a large number of your assets had toce withdrawn and the 
proceeds invested in the stock market. . 

Mr. Bent. That is right. 


Senator Frear. And you assume they were invested in stocks of 
vanks? 
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Mr. Benv. No, we checked very specifically—Well, I do not know 
where they were invested, but I assume there are stocks of the large 
banks also among the things that they purchased. I have no idea 
where they went. 

Senator Frear. Then my question to you was: Did any of the 
commercial financial institutions that have savings accounts have any 
withdrawals from them? 

Mr. Bent. For the same purpose, yes, sir. 

Senator Frear. For the same purpose? 

Mr. Bent. Absolutely. 

Senator Frear. Then I do not know why 

Mr. Bent. I am merely pointing out, sir, there is a differential be- 
tween the funds that go into the savings department of any institution 
including savings and loan associations, particularly Federal savings 
and loan associations, and the venture capital in those corporations. 
If you are starting a commercial bank, you are creating a capital struc- 
ture in which there is an opportunity for profit which does not exist 
in the mutual institution. That is all 1 am pointing out. 

Senator Frear. I think the Federal Government very wisely stated 
that whenever a national bank was established there would have to be 
a 20 percent override on the issuance of stock for the protection of the 
investors. 

Mr. Benv. That is right. 

Senator Frear. Not particular for the stockholders. They came 
in second. Ina Federal savings and loan association, the people who 
put their money in your account, as you have just said, have a mutual 
benefit, and whatever is in there belongs to all of them. They have 
no priority. 

Mr. Bent. Senator Frear, I am not arguing about the basis on 
which they are established. I think they are fine. 1 think our com- 
mercial banks are wonderful institutions. I think the basis on which 
they are established is very fine. I am merely pointing out the fact 
that when you are trying to establish one of these institutions par- 
ticularly in an outlying area, you have a problem of attracting the 
funds because under one there is the possibility of gain where under 
the other there is none. So, therefore, we have to have some means 
of serving this rural community for home-financing needs. 

Senator Frear. Yes, I suppose there are places, localities, where 
there is not the proper capital available to finance home-building and 
construction maybe, and we have to call on some of our big brothers 
in some other area to come in and help us. I do not doubt that 
places like that exist in this country. But I do think that if the need 
is there and the want is there that you people or the Home Loan Bank 
Board can issue a charter to a Federal savings and loan association 
to serve that community. 

Mr. Benv. I might state in my own community, which is Hartford, 
Conn., and the center probably of the largest amount of wealth in 
the country in the Northeast section, we within a matter of 30 miles 
or 25 miles from my own hometown have areas in which there is a 
very definite need for an institution which in themselves do not have 
sufficient amount of capital or risk capital available to start an 
association. But in my own place they have asked us if we would 
not go in and establish a branch. 

Senator Fruar. In that community that you are talking about 
there is no equity capital available for home building? 
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Mr. Benv. It is extremely difficult to get. As a matter of fact, I 
am a member of the voluntary mortgage credit group, the President’s 
new group, in the Northeast area, in New England, and even with 
all that, we have many areas where we cannot make funds available 
for homes. 

Senator Dovenas. You speak of these new communities on the 
outskirts of the cities. People do not know each other there, do they, 
very well? Since they are newly formed, they do not know each other? 

Mr. Bent. Well, they are scattered areas, and they are developing 
in spots and growing into a center. 

Senator Dovetas. Therefore, it is very hard for a new building and 
loan association to grow up there, is it not? 

Mr. Bent. That is true. They have tried and not been successful. 

Senator Dovexas. But a commercial bank which is already estab- 
lished in the main city can go out there and get a branch? 

Mr. Bent. And have, yes. 

Senator Dove.as. Therefore, restricting building and loan associa- 
tions in having branches in these outlying areas virtually means 
turning over the business to commercial banks? Is that not true? 

Mr. Bent. That is true. 

Senator Doveuas. And that is one of the chief reasons of your 
concern? 

Mr. Benvr. It is strictly in the public interest in my point of view. 
There is nothing personal to be gained for our institution in this. 
We feel there is a definite public need, and we are trying to serve it 
and served it under the act asrovided by Congress. 

Senator Dovetas. One other question, Mr. Chairman. I notice on 
page 2, the second paragraph, you say, ‘‘S. 972 is sought by its sup- 
porters for the sole purpose of eliminating the competition of these 
thrift and home-financing institutions.”” Were you present this 
morning when representatives of the private banks testified that there 
was no competition between the building and loan associations and 
the private banks? 

Mr. Bent. I certainly was, sir. 

Senator Dovetas. Did you agree with that? 

Mr. Benv. I did not. 

Senator Dovetas. Do you think they directly do compete in the 
field of home building? 

Mr. Bent. Certainly they do. And effective in that line is the 
recent enactment of the legislation permitting them to increase their 
loans to a 20-year basis. 1 mean why would they need that if they 
were not getting into the field we have been serving very successfully 
and adequately and trying to serve better? 

Senator Dove.as. What you want to do is provide for greater 
competition in this area? 

Mr. Bent. I think it is in the public interest; yes, sir. 

Senator Dovetas. You believe in the competitive system? 

Mr. Bent. I do not think America would have gotten very far 
without it. 

Mr. Braman. May I add, Senator Douglas, that the National 
Savings and Loan League did not offer any testimony opposing the 
proposal for 20-year first mortgage loans by commercial banks’ be- 
cause we thought that was in the public interest. We believe that it 
should be looked at from all sides of the public interest, even on a 
measure like 8. 972. 
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Senator Frear. Were they not also sponsored by the administra- 
tion, may I ask? 

Mr. Braman. Yes, sir. 

Senator Frear. That was very definitely so, and it was over the 
signature of the President. 

Mr. Bent. I would like to make one more statement. 

Senator Frear. Surely. 

Mr. Benv. To clarify a point that disturbed me somewhat this 
morning when Mr. McAllister was giving his testimony. I am sure 
Senator Bush was quite upset by it. That was the establishment or 
the conversion to permanent stock associations in which he felt there 
was a grab going on and a rather abusive use of the laws of the State. 
I merely would Tike to state here a couple of points that did not come 
out in that testimony because it was lengthy and I think pressure ot} 
time had some effect upon it. 

One is that when this conversion from a Federal savings and loan 
association to a State-chartered permanent stock association takes 
place, it cannot and never can take place without the full consent of 
the membership. They all have to be notified in plenty of time to 
meet with these things for the conversion. 

So, every member of an institution knows of the conversion and 
must approve or it cannot take place. If subsequently we do approve 
it, then every member, not only the manager and a handful of selected 
people but every member that has a savings account with that insti- 
tution, has an opportunity to participate in this so-called permanent 
stock, not only once but twice. If after the first call they have not 
all taken the amount of stock to be subscribed for, they must all be 
circulated again and given the opportunity to take over the stock that 
then remains. 

So that it is not purely a grab for the benefit of a few. Everybody 
is on proper notice, and it is handled in a very orderly manner. 

Senator Frear. Can or cannot the management of a Federal savings 
and loan association pay back all that has been invested in it at a 
certain sum plus or whatever is invested without these people par- 
ticipating in any of the surpluses? 

Mr. Bent. No, it cannot, sir. 

Senator Frear. Any person—— 

Mr. Bent. You mean to liquidate it for the benefit of a few? It 
cannot. 

Senator Frear. They would not have to completely liquidate it. 
Now I am asking for information. But assuming 

Mr. Bent. In other words, you cannot request a withdrawal 
arbitrarily from a certain group, you cannot insist upon the with- 
drawal of funds from a certain group, without offering the same bene- 
fits to all your members. 

Senator Frear. No, but anyone who wants to take their money 
out of the association can get a certain amount. That goes to all 
of them? 

Mr. Bent. That is right. 

Senator Frear. That is possible? And those who want it out can 
have it? Those who do not want it out can leave it in? But you 
could melt it down to a point where there would be only a handful 
left under an instance like that, could you not? Maybe it is quite 
farfetched. I do not know. 
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Mr. Bent. I presume it could be conceivable, but it would be 
extremely difficult. 

Senator Frear. At least the shareholders would have the oppor- 
tunity of getting their money back or participating in the reserves 
with ample notice of it. 

Mr. Bent. That is right. 

Senator Frrar. Mr. Bent, your testimony on page 2 reads: “‘S. 972 
is sought by its supporters for the sole purpose of eliminating the 
competition of these thrift and home-financing institutions.’ Is that 
a statement of yours, or is that a statement representing the National 
Savings and Loan League? 

Mr. Benr. That is the consensus of opinion of the group represent- 
ing the National Savings and Loan League. We have met several 
times to discuss this, and I have never found anyone in our organiza- 
tion who would not subscribe to that a hundred percent. 

Senator Frear. Well, I think it ties in a little bit with your further 
statement down in the third paragraph on page 2, the second line, in 
which you say: “States’ rights is an argument that we feel is used 
promiscuously by the supporters or opponents of any legislation to 
advance their interests, irrespective of whether or not States’ rights 
are actually involved.’”’ Do you contend that to be the case in this 
bill? 

Mr. Bent. Yes; I do. I think that the arguments presented so 
far have been strictly on a matter of competition, though they have 
brought in the involvement of States’ rights. I do not see where 
States’ rights have been involved at all. I mean the Congress of the 
United States has already established actually in the creation of our 
institutions that it was in their province to determine the development 
of thrift and home ownership in the country, which—— - 

Senator Fruar. Then I assume if we want to pass a bill like S. 972 
you would take it in your stride. Since Congress in its wisdom 
established the Home Loan Bank Board and the Federal savings and 
loan associations, and if the Congress also dicided to promulgate 
rules and regulations by which the Home Loan Bank Board should 
abide, you would also say the same thing I assume. 

Mr. Bent. Well, I do not know that I understand precisely what 
your point is. If the Congress passed it, of course, we would abide 
by it. We might not be very happy about it. 

Senator Frear. Every State has a legislature, and it makes laws 
governing its functions as a State, and it has a right to do that. 
The Constitution gave it the right. 

Mr. Bent. I think that is proper. 

Senator Frear. Very rightly so. 

Mr. Bent. We believe very strongly in States’ rights. 

Senator Frear. And those people who still believe in that might 
conten I am frank to say that you are looking at one of 
them: 

Mr. Bent. You are looking at another one. 

Senator Frear. When it is said that the legislature in the State 
of Delaware should have the authority to say whether a Federal 
savings and loan association should have a branch in Delaware or 
not, sir, I am going to fight for that right for the State legislature, 
and I believe that was the way it was mtended. So it is very close 
to me, and it is not being used promiscuously. 
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Mr. Bent. No, I 

Senator Frear. And in this case, sir, I think, on the State legisla- 
ture and the States’ rights involved in S. 972, we may differ. | 
grant you this: That if your opinion differs from mine, I sincerely 
respect you and respect your differences, but I also would like you 
to respect mine. 

Mr. Benv. I certainly do, sir, and I agree 100 percent with your 
theory. I think our differences are merely on the approach. I believe, 
and I think you do too, that there are certain areas in which our 
Government is operating in which the Federal Government should 
enter. They have in many things, such as the rights of races and reli- 
gion, and J think in many phases of the economy of the Nation where 
it affects the Nation as a whole where the Government thinks they 
should step in in aid rather than to leave it to the individual States to 
cooperate. That is merely an opinion and a way of looking at it. 

Senator Frear. Yes. Well, I must say that I think that the States 
have the right under the Constitution to enact laws that do not 
conflict with the Federal Constitution which involve the general wel- 
fare of its citizens. 

I thank you, however, sir, for coming here and presenting this on 
behalf of the National Savings and Loan League. As I have said be- 
fore today, I have great respect and I have great admiration for these 
thrift institutions, and I by no means want you to feel as thought 
I object to Federal savings and loan associations, nor do I object to 
State savings and loan associations nor mutual banks or other 
financing institutions. 

I think there is a great field for both the Federal and State savings 
and loan associations. They have done a great service and performed 
a great service for the people who need homes. One of my basic philos- 
ophies is that I thmk home ownership is a_ greater security 
to democracy than perhaps anything else that we have had thus far 
in our living. 

So I am very much in favor of having people own their own homes, 
and I think that-your association has given a large percentage of them 
that opportunity to own them. 

So our basic philosophy of lending to people to build homes is 
certainly one in which we have a field where we are very close together. 
Mr. Benr. Thank you very much for this opportunity to testify. 

Senator Frear. Thank you, sir. 

Mr. Minners. Senator, may I just say something a moment here? 

Senator Frear. Identify yourself, please. 


STATEMENT OF C. HARRY MINNERS, SAVINGS ASSOCIATION 
LEAGUE OF NEW YORK STATE 


Mr. Minners. I am C. Harry Minners from New York. I was 
asked to represent the Savings Association League of New York, and 
they wired in for permission to appear before the committee, and a 
wire came back when I was on my way here that you decided to 
revise your procedure. 

Senator Frear. I think that is right. Mr. Yingling informed me 
of that this morning, and I did not get the name. I am very sorry. 
If you would like to appear and give testimony now we would be very 
happy to have you do so, 
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Mr. Mryners. I thank you for that, Senator. I think it will be a 
saving of time if you let me, if you will, file my statement. I think it 
will be perfectly all right if it is all right with you. 

Senator Frear. Yes; it surely will be all right. We are mighty 
happy to have your statement. If you would like to add-anything 
to it, since you have heard the testimony, we would be very happy to 
have that also. 

Mr. Minners. Thank you very much. 

I just wanted to say one thing in connection with our opposition to 
S. 972, and that is that there has been some talk here of the competition 
of savings banks and commercial banks. In the State of New York 
from where I come we have had many instances and we have records in 
writing where this competition actually exists and is known to exist 
and has been put into the form of written communications both by the 
former Superintendent of Banks, William Lyon, and savings bankers. 
Rather than read that, I have incorporated some of that in the state- 
ment and I will leave it with that. 

Senator Frear. Thank you very much, sir. I personally am happy 
you made yourself known, because Mr. Yingling did tell me about that 
this morning. 

Thank you very much, sir. 

(The prepared statement of Mr. Minners follows:) 


SraTEMENT OF C. Harry Mrnners, Savines Association Leacue or New 
York Strate 


My name is C. Harry Minners. I am president of the Bankers Federal Savings 
and Loan Association located at 24 John Street, New York City, and appesr here 


as the designated representative of the Savings Association League of New York 
State. Of the 236 savings and loan associations in the State of New York on 
December 31, 1954, with total resources in excess of $2,250 million; 198 are mem- 
bers of our League. These members serve more than 1,875,000 citizens of the 
State. 

These community institutions for over 100 years have been dedicated to pro- 
moting thrift and home-ownership. ll of our savings associations in New York 
State are mutual organizations, owned by the savings and borrowing members. 
The savings of our citizens are loaned to their neighbors to buy, or build homes 
through the facilities of these cooperative institutions; an example of the best in 
private enterprise. 

Home building has been a vital force in maintaining the economy and our 
savings associations are proud of their home financing record enabling veterans, 
and others, to own their own homes. 

The members of the Savings Association League of New York State, comprising 
both State and federally chartered institutions, have given the branch question 
long and careful consideration. The members adopted a statement of policy 
which we advocate as a basis for legislation at both State and Federal levels. 
This policy is expressed in the following resolution adopted by the league 
membership. 

“As a league of savings and loan associations dedicated to the promotion of 
thrift and home-ownership in the State of New York, we decry the pressures by 
various banking groups for preferential treatment under existing law. 

“We firmly believe that any community or rane: area large enough to support 
one or more economically justifiable commercial banks, savings banks and/cr 
savings and loan associations, or a branch of any of these, should have such service, 
and we favor enabling legislation making it possible for such communities to be 
served by any-such institution, or by a branch of any such institution, in a posi- 
tion to provide adequate thrift and home-financing service, under such nondis- 
criminatory regulations as the pertinent supervisory authority may ' romulgate. 

‘We submit that the character of our economy has materially chan; ed since the 
present limitations for the establishment of aed institutions and branches there- 
of were enacted. The auto age witb its spread of population to the periphery cf 
older communities and trading areas has led to the establishment of suburban 
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shopping centers, but as yet no provision has been made for broad decentralized 
banking service catering similarly to the convenience of those who make such 
shopping centers profitable. 

“We submit also that branch limitations can more logically be defended if 

based on size and relative strength of the institution, quality of management, the 
convenience of those to be served, prospects of successful operations and the extent 
of community service, than by population of the community in which its head 
office is domiciled. Furthermore, it can be emphasized that limitation of the 
number of branches on a population basis operates to prevent the extension of 
service to the full degree permitted by law. Large institutions in smaller com- 
munities are prima facie evidence of ability at some time to serve more success- 
fully than the average. Yet, lack of authorization under present law to have any 
branch may deny the benefit of their management and service to other nearby 
communities. Similarly authorization to establish only one branch denies in 
effect the benefit of such a branch whenever the management of an institution 
entitled thereto is unwilling to use up its privilege in a location which would 
otherwise be attractive if it did not eliminate the opportunity for another office in 
a more desirable location thereafter. 
_ “We subscribe to the traditional American philosophy that free competition 
leads to economic progress in every sphere where it operates fairly. In the field 
of thrift promotion and home-financing, we recognize that establishment of com- 
mercial banking service may, in some circumstances, properly precede the need 
for savings and loan associations and/or savings banks. Nevertheless, it must also 
be recognized that the existence of one type of banking institution in a community 
or trading area cf sufficient size to warrant additional banking service should not 
operate to maintain a vested interest or to deny the area the advantages of such 
additional banking service under proper regulations in the public interest. 

‘‘* * * existing statutes and practices relating to the establishment of com- 
mercial banks, savings banks, and savings and loan associations, and branches 
thereof in this State, * * * (show) a wide divergence at the present time. We 
recognize the differences in requirement necessary for establishment of new banks, 
savings banks, and savings and loan associations, but we contend that, in the 
public interest, there should be parity insofar as the establishment of branches is 
concerned, with recognition of the fact that they may be economically justifiable 
in communities and trading areas smaller than would be necessary for the estab- 
lishment of new independent banking institutions for the promotion of thrift and 
home-financing. 

“Specifically, we advocate and will support legislation authorizing savings and 
loan associations and savings banks the same rights to extend their services 
through branch offices as are presently accorded other banking institutions— 
whether State of federally chartered—providing in this State thrift or home 
financing.’ 

Bills similar to~$. 972 have been introduced in the Congress for a number of 
years. The commercial banks and their banking associations, together with the 
active support of the banking a ee have pressed continuously for passage 
of this restrictive legislation. e question the fairness of their arguments that 
branches for Federal savings and loan associations should be limited while for 
commercial banks it should be unlimited. 

The provisions of 8. 972 restrict branches for Federal savings associations located 
in New York to the same number authorized to State savings and loan associations 
or mutual savings banks. At present the law in New York authorizes, with the 
prior — of the Banking Board, State-chartered savings and loan associa- 
tions, 1 branch within 50 miles of its office; provided the savings association is in 
a city or village of 20,000 or more population. If in a smaller community it is 
denied any branch. 

The savings banks have a somewhat more liberal pattern. The New York law 
provides that one branch may be established by a savings bank in a city having a 
population of 30,000 to 250,000; if the population is ,000 up to 1 million, it 
may have two branches in that city; if in a city of over 1 nm, it may have 
three branches confined to the same county. For years the savings bankers have 
fostered legislation to liberalize this branch pattern but due to the intensive efforts 


of the commercial banking fraternity they have been unsuccessful even though in 
1953 the banking superintendent publicly sup) the tion. 
Contrast this with the e y liberal pattern aff the commercial banks 


in New York. Ina pe 30,000 or more , 8 commercial bank may 


have an unlimited number of branches in t city and may have additional 
branches in any city or village in its banking district—there are nine banking dis- 
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tricts in New York State—in which there is no principal office of another bank or 
trust company. 

The following statistics reveal the existence of banking facilities and savings 
association offices in the State as at June 30, 1954. (Since last June a number of 
mergers of banks have been consummated and the trend is toward more mergers 
with fewer banks with greater branch facilities. It’s an open secret that a recent 
merger of two large commercial banks in New York City was solely for the pur- 
pose of acquiring quickly a great number of branches.) 


— - eine Number of | Number of | Total number 
branches branches institutions branches | of offices 
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May we point out that an existing savings and loan association can provide 
thrift and home financing facilities for the small communities better and at less 
initial cost through a branch, than by establishing a wholly new institution. 
At present the Home Loan Bank Board can authorize existing Federal savings 
associations, regardless of population of its home office location, but fully regardful 
of the needs of the public, to establish branches where such need is found to exist. 
The fine reeord of the Home Loan Bank Board to date is indicative of its carefully 
considered policy on the establishment of branches. 

There are 18 Federal savings associations in the greater New York metropolitan 
area operating 27 branch offices. The impression given by the banking interests 
that Federal savings associations are being given permission to establish branches 
indiscriminately, just doesn’t stand up in fact. 

The Home ae Loan Act of 1933, as amended, section 5 (e), sets forth the 
tests to be imposed by the Home Loan Bank Board on applications for new 
charters, which tests the Board also applies to applications for branch offices. 
One test requires the Board to determine in its judgment if the necessity exists 
for such an institution in the community to be served. With this safeguard the 
publie is being served; while another test by the Board prescribes that the estab- 
lishment of a branch (or a new savings institution) is permitted if it does not 
unduly injure properly conducted existing local thrift and home-financing insti- 
tutions, 

The enactment of Federal legislation is not needed on the subject of branches 
for Federal savings and loan associations, and this is our primary point in opposing 
the e of S. 972. The original legislation in 1933 empowering the creation 

Fede savings and loan associations was motivated by the need to provide 
thousands of localities with home-financing and thrift facilities by establishing new 
Federal savings associations and branches. Some communities still remaining 
without these facilities can be served by the extension of the branch system. 

We also oppose 8. 972 on the nds. that. it would not permit the establish- 
ment of branches in New York State on the same level as competing banking 
institutions. As our population grows, and also shifts to the suburbs, it becomes 
necessary to bring our facilities to these newer neighborhoods and the branch 
system provides the most efficient and least costly method. The commercial 
banks have recognized this trend and have met it. It seems wholly unreasonable 
for commercial banks to attempt to restrict our institutions as to branches while 
they extend their system at a rapid rate. 
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In our opinion every American community is entitled to certain basic facilities 
for its citizens, among which are financial institutions; commercial banks, savings 
banks, and savings and loan associations. We ask your committee to share with 
us the opinion that any community, subject to the desires of its citizens and their 
ability to support them, shall not be denied any one or all three of these financia| 
facilities. If you agree with us, then 8. 972 should not become law because it 
denies this fundamental American right to citizens to choose where they may do 
business. 

The primary consideration in the establishment of branch offices should be the 
need and convenience of the people who would be served. We have confidence 
in the Home Loan Bank Board to handle this fairly by policy or regulation under 
the present statute. The Board is charged by law to serve the public’s interests. 
The record to date of its acts is proof positive of its ability and good judgment. 

On behalf of the Savings Association League of New York State, I express to 
you, Mr. Chairman, and your associates on the subcommittee of the Senate Com- 
mittee on Banking and Currency, our appreciation for the opportunity to state 
our views on §. 972 and similar restrictive legislation to which may I add my 


personal thanks. 

Senator Frear. I also have a statement from Mr. Hutto for the 
Savings Banks Association of the State of New York. Mr. Hutto 
was unable to be present, so, without objection, his statement will 
be inserted in the record at this point. 

(The statement referred to follows: ) 


STATEMENT OF Jackson S. Hurro, on BEHALF OF THE Savines BANKS 
ASSOCIATION OF THE STATE oF NEw YORK 


My name is Jackson 8. Hutto. I am managing director of the Savings Banks 
Association of the State of New York. I have been authorized by that associa- 
tion and by its members, consisting of all of the 129 mutual savings banks in the 
State, to appear before you in support of 8. 972. I wish to address myself to 
the specific branch banking situation within the State of New York. 

Five principal types of financial institutions which accept thrift deposits pres- 


ently operate within New York State. These are State commercial banks, na- 
tional commercial banks, State savings and loan associations, Federal savings and 
loan associations, and State mutual savings banks. If these five groups are 
classified according to the type of service rendered, the classification would be 
commercial banks, savings and loan associations, and mutual savings banks. 

The soveriegn State of New York has determined that these three classifica- 
tions of financial institutions should have different branch privileges. A practical 
summary of these branch privileges, subject to many minor variations and excep- 
tions, is as follows: 

Commercial banks are permitted to have unlimited branches within the banking 
district. The State of New York is divided into nine banking districts and each 
banking district consists of a prescribed number of counties. Under act of Con- 
gress, national commercial banks, operating within New York State, are governed 
by this. law applicable to State commercial banks. 

State savings and loan associations, in prescribed locations, are permitted to 
have one branch within the State and within a 50-mile radius of the home office. 

State mutual savings banks are confined, by law, to the city, village, and 
county in which their home office is located. Only savings banks located in cities 
may have branches and the maximum number of branches which any savings 
bank is permitted to have is three. 

Against this background, the Federal Home Loan Bank Board in the past has 
held hearings on proposed regulations pertaining to branches of Federal savings 
and loan associations operating within the several States. The proposal was to 
give to Federal savings and loan associations the composite branch privileges 
within any State which are presently given to all local institutions authorized to 
provice “‘savings, thrift, or home financing facilities to the public.” That Board 
likewise proposed to include ‘‘chain, group or affiliated, financial institutions” 
within the term ‘“‘branch office.” 

We interpret these proposed regulations of the Federal Home Loan Bank 
Board to mean that a Federal savings and loan association operating in the State 
of New York could have an unlimited number of branches and could maintain 
these branches anywhere in the State. The unlimited number would be an adop- 
tion of the State policy relating to;commercial banks. The unlimited area results 
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from the fact that in our State we have an isolated example of the type of organiza- 
tion which, under the regulation, might be construed to be a chain bank. 

The sum and substance is, that with five recognized substantial types of finan- 
cial institutions accepting thrift deposits, only one would have unrestrained 
branch privileges. This would create an unhealthy competitive advantage, 
which would be detrimental to banking. This would violate the established 
policy of our State relating to branch banking. This would not be in the public 
interest. 

Healthy competition between financial institutions benefits the public. It 
challenges each to maximum effort. It rewards those who best serve the vast 
majority of our citizens. 

There is, however, an important distinction between healthy competition and 
ruinous competition. The principal asset of any financial institution is public 
confidence. Ruinious competition impairs public confidence and, therefore, ean- 
not be tolerated in the banking business. A former superintendent of banks of 
the State of New York has wisely said, ‘There can never be in banking such a 
thing as the right to fail.” 

Historically, the branch privileges of financial institutions have been one of 
the great competitive problems. So it is necessary that these branch privileges 
be administered wisely and well, and that they be administered under a broad 
policy, whereby each type of institution has due regard for the rights and privileges 
of its competitors. 

If, therefore, Federal savings and loan associations are to receive unrestricted 
branch privileges in the State of New York, it must necessarily result in 1 of 2 
alternatives. Either such Federal savings and loan associations will have a com- 
petitive advantage to the detriment of all other types of institutions, or, the 
restraints, Which generations of prudence have dictated, must be abolished for 
all. In the first alternative, Federal savings and loan associations would obtain 
an unconscionable advantage. In the second alternative, the result might be a 
mad seramble between competiting supervisory authorities to see who could give 
the greatest branch privileges. It is respectfully submitted that either alternative 
is not in the public interest. 

While this problem in New York State may be unique, nevertheless, it is so 
important that it should be given very serious consideration. The Empire 
State has long been reeognized as the financial capital of the United States. Its 
financial institutions serve more people and the amounts deposited are much 
larger than anywhere else in the United States. By reason of its leadership, a 
policy change in the State of New York would have far reaching effects. 

It is all-important that financial institutions continue to merit public trust 
and confidence. Vociferous discussion as to which has the greater privileges, 
powers and immunities disturbs the public and impairs that confidence. It is, 
so, important that all be governed by a uniform policy, wisely and judiciously 
administered. 

In the history of our country, the pattern of such policy has always adhered to 
State sovereignty. That pattern should not be changed. That pattern is the 
essence of §. 972. 

It has been urged by those who oppose any statutory restriction on the branch 
privileges of Federal savings and loan associations, that this is much ado about 
nothing. They contend that there has been no broad expansion of these branches 
and that the fears expressed by other financial institutions are imaginary. It is 
true that no unusual number of such branches has presently been authorized by the 
Federal Home Loan Bank Board. But even the modest number already author- 
ized contains many instances in which State law and State policy have been 
completely disregarded. The important point, however, is that the Federal 
savings and loan associations are comparatively new institutions. Their crea- 
tion was first authorized by act of Congress in 1933. It is not surprising that in 
the first 22 years there has been no extensive use of branch privileges. Ordi- 
narily, young financial institutions first build surplus and reserves before they 
think in terms of branch expansion. Now that more than a score of years has 
elapsed, the immediate problem becomes more acute and it is obvious that 


the problem will become progressively more acute as these institutions attain 
maturity. 


S. 972 will give to Federal savings and loan associations operating within New 
York State greater branch powers than those presently enjoyed by Staté mutual 
savings banks and ter branch powers than those given by State savings and 
loan associations. In that respect, we contend that the proposal is most liberal. 
Any further extension of powers would be unjust and inequitable. We, therefore, 
endorse the proposed bill. 
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Senator Frear. The subcommittee will stand in recess subject to 
the call of the chairman. 

(Whereupon, at 3:43 p. m., the subcommittee recessed subject to 
the call of the chairman.) 

(The following letters were received for the record:) 


State BANKING DEPARTMENT, 
Los Angeles, Calif., April 29, 1955. 
Re Federal savings and loan branch bill 8. 972 
Hon. J. ALLEN FRBEAR, 
United States Senator, 
Senate Office Building, Washington, D. C. 


Dear SENATOR FREAR: Please know that the subject bill—having for its pur- 
pose the elimination of further unfair practices in the chartering of Federal savings 
and loan associations in contravention of State laws—has my hearty support and 
my sincere thanks to you for having introduced it. 

Hoping this finds you well; with warmest regards, I remain 

Cordially yours, 
Mavrice C. SpaRLina, 
Superintendent of Banks. 


Orrice or Stare Bank CoMMISSIONER, 
Dover, Del., May 28, 1955. 
Hon. J. ALLEN FREAR, 
Senate Office Building, Washington, D. C. 


Dear SENATOR FREAR: I am enclosing herewith a copy of a letter I have written 
to Senator Robertson, relative to 8. 972. 

As State Bank Commissioner, I am wholeheartedly in favor of this proposed 
legislation. I realize that you are a cosponsor of this proposed legislation and that 
you will lend your wholehearted support to its enactment. 

With best personal regards, I am 

Sincerely yours, 
RaNnpo.tpH Hvuaaes, 
State Bank Commissioner. 


May 23, 1955. 
Hon. A. Wiiiis ROBERTSON, 


Senate Office Building, Washington, D. C. 


Dear SENATOR Ropertson: It is my understanding that the subcommittee 
of which you are chairman, of the Senate Banking and Chirvined Committee, will 
begin hearings May 31 on 8. 972, dealing with the question of branches of Federal 
savings and loan associations. 
As State Bank Commissioner of the State of Delaware, I respectfully urge your 
committee to give favorable consideration to this proposed legislation. 
Sincerely yours, 
RANDoLPH HvuGHEs, 
State Bank Commissioner. 


State or Fioripa Comprro.ier’s OFFIce, 
Tallahassee, May 2, 1956. 
Re 8. 972. 
Hon. J. ALLEN FREAR, 
Senate Office Building, Washington, D. C. 


Dear Senator Frear: Please accept my thanks for ingrodusing the subject 
bili which, if enacted, will restrict the branching activities of Federal savings and 
loan associations in States where State chartered associations are not permitted 
to operate branches, such as Florida. I sincerely trust committee hearings will 
be held and the bill passed during the current session. 
Wie regards, 
spectfully yours, 
Ray E. Green, 
Comptroller. 
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DEPARTMENT OF BANKING, 


Des Moines 9, Iowa, April 28, 1955. 
Hon. J. ALLEN FREAR, 


Committee on Banking and Currency, 
Senate Office Building, Washington, D. C. 


Dear SENATOR FREAR: The Banking Department of the State of Iowa is 
most favorable to 8. 972, and we want to express our thanks to you for introducing 
the bill. It is our sincere hope the bill will pass. 

With kind regard and best wishes, 

Very truly yours, 
N. P. Buack, Superintendent. 


STATEMENT OF COMMITTEE ON FEDERAL LEGISLATION, Kansas BANKERS 
ASSOCIATION 


The Kansas Bankers Association urges the passage of 8. 972. Historically, 
Kansas has not approved branch banks, offices or places of business, and it has a 
strict statutory prohibition against ‘‘a branch bank or branch office or agency or 
place of business.” Likewise, the Kansas legislature has not approved nor 
authorized branches or branch offices or places of business for savings and loan 
associations. . 

Historically, Kansas has been and is opposed to government by rule and regu- 
lation, and the Kansas legislature steadfastly has refused to grant State govern- 
mental agencies the power to adopt rules and regulations, except such as cover 
ministerial or internal organization matters. It is a sound assumption to say 
Kaasas people feel, that on matters of such importance and far-reaching effect as 
contained in 8. 972, Congress should act. 

The right of any State to determine its own internal affairs relative to the type 
and kind of its financial institutions should be protected by Federal statute, and 
not left to the decisions of a small group whose proposals would have the effect of 
law. On December 19, 1953, the Home Loan Bank Board published proposed 
regulations, providing for public hearing thereon but did not make subsequent 
final publieation in Federal Register. Two excerpts from such proposed regu- 
lations are-quoted as follows: 

“No application to establish a branch office will be approved by the board 
where the location of such branch office, or the number of branches which the 
applicant would have if such application were approved, would not be permitted 
by law or practice in the State, district or territory in which the home office of the 
applicant is located with respect to branches or branch offices of any one or more 
types of financial institutions located in such State, district or territory, author- 
ized to provide sayings, thrift, or home-financing facilities to the public: * * * 
And provided further, That, for the purpose of determining practice in any State, 
district or territory within the meaning of this section the operation of chain, 
group or affiliated financial institutions shall be regarded as the operation of 
branch offices, and the term branch office, for the purposes of this section, shall 
include any office of a financial institution at which savings may be received. * * * 

The proposed regulations of the Home Loan Bank Board relative to branching 
of Federal savings and loan associations points up the pertinence of this state- 
ment of position, since that Board has stated such proposed regulations would be 
interpreted to permit the branching of Federal savings and loan associations in 
Kansas. That Board based its statementu pon the part of the proposed regula- 
tions which defines the operation of “chain, group, or affiliated financial institu- 
tions” as branch banking, and then by stating that Kansas permits chain banking. 
(The term “chain banking” is nowhere defined by law nor does it have one and the 
same connotation or meaning in the minds of various persons. To one it may 
mean one thing and to another, another. If, in referring to chain banking, the 
Board has in mind the ownership by 1 or more persons of bank stocks in 2 or 
more banks, such stock ownerships would have no relation whatsoever to the 
matter of branches of either banks or savings and loan associations and it must 
be remembered that each and every bank in Kansas is a distinet, individual en- 
tity.) The Board’s definition is strongly protested inasmuch as the Kansas 
Banking Code explicitly prohibits the ceibiehment and operation of branch 


banks and the e and its application do not Bog ge any portion of the reserves 


of a State bank to be carried in any other bank ha the same stockholder or 
stockholders except where approved by the State bank commissioner; likewise, 
the code requires that a majority of the board of directors of any State bank be 
residents of the county where the bank is located or an adjoining county. This 
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latter provision relating to adjoining counties was incorporated to take care of 
banks which are located in cities near or spreading across a county line. The 
Kansas Banking Code and is application contain other matters which require 
each bank to be a separate and distinct financial institution and operated as such. 
Duties imposed upon the board of directors are severe and strict. 

It will be noted from the excerpts of proposed regulations as quoted above 
that, in substance, a branch may not be approved in a State where it would not 
be permitted by law or practice. Jn Kansas, the State savings and loan code 
sets forth in great detail the provisions governing such associations, among these 
stipulating their powers and duties. In so doing, it is significant that the power 
of establishing and operating branches is nowhere authorized. The committee 
is advised by opinion of competent counsel and through an opinion issued by the 
Attorney General of the State of Kansas that, since powers to establish and 
operate branches are not authorized in such code, branches may not therefore 
be established or operated in Kansas. The opinions emphasize that it is the 
essence of law that where a comprehensi e code sets forth in great detail the 
powers which may be exercised, any other powers not so authorized may thus 
not be exercised. Inasmuch as State chartered savings and loan associations 
may thus not operate branches in Kansas, federally chartered savings and loan 
associations may thus not be permitted to do so and, this being true, practice 
alone of operation of branches within a State would not be a governing factor. 

Congress should act favorably on § 972 and make it a part of the law of the 
Jand in order that States will know their position and certain unwarranted regu- 
lations and conclusions of the Board, as above referred to, should not be permitted. 


Stare or Louisiana, 
State BANKING DEPARTMENT, 
Baton Rouge, May 8, 1955. 
Senator J. ALLEN FREAR, 
Member, Committee on Banking and Currency, 
United State Senate, Washington, D. C. 


Dear Senator Frear: The State Banking Department of Louisiana wishes to 
express its appreciation to you for introducing Senate bill 972. This timely 
measure has the full approval of the Louisiana Bankers Association, representing 
all State and National banks in Louisiana, and is strongly supported by the 
National Association of Supervisors of State Banks, both of whom plan to lend 
every effort to assist you in obtaining passage of the bill. 

I am enclosing copies of a letter which we have written Senator Robertson 
urging support of the bill, which has been referred to his committee. 

Sincerely yours, 
E. F. Fou.ert, 
State Bank Commissioner. 


State or LovisiANna, 
State BANKING DEPARTMENT, 
Baton Rouge, May 3, 1955. 
Senator A. Wiitiis RoBERTSON, 
Chairman, Subcommittee on Banking of the Committee on Banking and Currency, 
United States Senate, Washington, D. C. 


Dear Senator Ropertson: This department is very much interested in the 
passage of Senate bill 972 introduced by Senators J. Allen Frear and Homer 
E. Capehart, and will appreciate your having a hearing on it at this session of 
Congress. 

This measure has the unqualified support of the Louisiana Bankers Association 
and of the National Association of Supervisors of State Banks, who feel as does 
this department, that limitation on further expansion of operations of holding 
companies and divestment of nonbanking affiliate enterprises should be definitely 
curbed. 

Your consideration of this request and setting of time for such a hearing will 
be deeply appreciated. 

Sincerely yours, 
E, F. Fouuett, 
State Bank Commissioner. 
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Baton Rover, La., May 3, 1955. 
Hon. ALLEN J. ELLENDER, 


United States Senate, Washington, D. C.: 


Your favorable consideration and support of Senate Bill 972 will help im- 
measurably in its being enacted into law. This measure has the unqualified 
support of the National Association of Supervisors of State Banks, and its passage 
is strongly favored by the Louisiana Bankers Association representing all State 
and national banks in Louisiana. 

This department feels that further expansion of holding company operations 
across State lines should be curbed unless such operations conform to the laws of 
the States affected, and we urge your suppport of this measure to this end. 


Epwarp F. Fou.ert, 
State Bank Commissioner of Louisiana. 


MAssacHuseTts CooperaTIVE BANK LEAGUE, 


Boston 10, Mass., May 27, 1955. 
Mr. J. H. YInGuIna, 


Clerk, Senate Committee on Banking and Currency. 
Senate Office Building, Washington, D. C. 


Dear Mr. Yinauina: Will you kindly record the Massachusetts Cooperative 
Bank League as strongly in favor of 8. 972? This league represents the coopera- 
tive banking industry in Massachusetts. In this State there are now 177 coopera- 
tive banks with total assets of approximately $850 million, having over 500,000 
shareholders. About 82 percent of all our resources are invested in 145,000 
home mortgages in this State, aggregating close to $650,000 in mortgages. The 
institutions which are known as savings and loans or building and loans in other 
States are called cooperative banks in Massachusetts. They are all similar 
except in minor details. Massachusetts and Pennsylvania were the first States 
in this country to recognize and charter this type of institution. 

This league appeared before your subcommittee in the 83d Congress in support 
of 8S. 975, which is substantially the same as the present S. 972. The report of 
hearings held on February 16, 17, and 18, 1954, before that subcommittee con- 
tains, starting on page 149, the statement of T. Gregory Sullivan, counsel, Massa- 
chusetts Cooperative Bank League. We refer you to that statement, particularly 
on pages 153 and 154, and the closing paragraph, starting at the foot of page 155. 

In the February 1954 hearings—and we suspect a recurrence in the current 
hearings—the opponents of this legislation in their arguments attempted to lead 
the committee to believe that commercial banks which accepted thrift deposits 
or which made mortgage loans were competitive with savings institutions and 
accordingly that Federal savings and loans should have in each State not only 
the branch privileges of local thrift institutions such as savings banks, savings and 
loans, building and loans and cooperative banks, but in addition should have the 
same branch privileges as commercial banks. 

An analysis of this argument so far as Maccashusetts is concerned, and we sub- 
mit that other States follow the same approximate pattern, makes it appear 
ridiculous. As Mr. Sullivan pointed out on page 154, in his statement at the 1954 
subcommittee hearings, thrift departments in our commercial banks are of minor 
importance and real estate mortgages are of even less importance. The round 
figures stated by Mr. Sullivan on page 154 show that real estate mortgages in 
Massachusetts trust companies represent about 4 percent of their entire resources 
and this small portfolio includes mortgages on commercial and industrial property. 
We would be surprised if home mortgages in Massachusetts commercial banks 
represent even as much as 1 percent of their resources. 

We emphasize that it is illogical and unfair to use commercial banks as any 
norm of simlilarity or competition with thrift institutions. The latter have two 
interlocking and inseparable functions which combined give them the character 
of thrift institutions. These inseparable funetions are savings deposits and home 
mortgages. 

We again repeat what we have said many times, that it is unfair, unsound, and 
discriminatory that similar institutions in the same area should have substantial 
advantages or disadvantages through different fundamental Government require- 
ments and limitations. The legislature of Massachusetts, its supervising authori- 
ties, its banking industries, both thrift and commercial, have long accepted our 
State branch limitations as fair and sound. It is our sincere conviction that the 
application of a broader branch privilege to one elass of competing similar institu- 
tions overlooks the principle of State sovereignty, hinders the development of 
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mutual respect, friendly and fair competitive relations and equality, in the dual 
system of State and Federal thrift and other banking, and serves to continue 
uncertainty and apprehension in our Massachusetts thrift banking industry. 
Thank you for your indulgences. 
Yours very truly, 
WaRNER M. ALLEN, 
Executive Secretary. 


State BANKING DEPARTMENT OF MICHIGAN, 
Lansing 13, May 11, 1955. 
Hon. J. ALLEN FRBAR, 
United States Senator from Delaware, 
Senate Office Building, Washington, D. C. 


Dear SENATOR FrREAR: As banking commissioner of Michigan, and on behalf 
of the National Associatien of Supervisors of State Banks, I wish to express 
sincere appreciation for your cooperation in the introduction of 8S. 972 with 
reference to regulation of branches of Federal savings and loan associations. 

In my opinion this is greatly needed legislation and will accomplish a great 
deal in the clarification of existing law and in the equalization of existing law and 
in the equalization of competition among banks and building and loan associations. 

I wish to assure you of my hearty support in this proposed bill. 

With kind personal regards and best wishes, I am 

Very cordially yours, 
Maurice C. Eve.anp. 
Commissioner. 


State BANKING DEPARTMENT OF MICHIGAN, 
Lansing 13, May 11, 1955. 
Hon. J. W. Fuisrieat, 
United States Senator from Arkansas, 
Senate Office Building, Washington, D. C. 


My Dear SENATOR Fuusricat: It is my understanding that a bill in reference 
to regulation of branches of Federal savings and loan associations, entitled 8. 972, 
has been referred to the Subcommittee on Banking of the Committee on Banking 
and Currency of the United States Senate, of which you are chairman. 

As banking commissioner of Michigan I am keenly interested in the passage 
of this bill which will clarify existing law and equalize the competition among 
banks and building and loan associations. 

I respectfully solicit your support of this greatly needed legislation, and as 
banking commissioner of Michigan as well as on behalf of the National Association 
of Supervisors of State Banks I wish to express my sincere appreciation for your 
favorable consideration of this request. 

With kind personal regards and best wishes, I am 

Very cordially yours, 
Maurice C. EvELAND, 
Commissioner. 


Savines BanKs ASSOCIATION OF NEW HAMPSHIRE, 
Concord, N. H., May 26, 1955. 
Mr. Joun H. YINGLING, 
Clerk, Senate Banking and Currency Committee, 
Senate Office Building, Room 301, Washington, D. C. 
Dear Sir: The Savings Banks Association of New Hampshire is desirous of 
being placed on record as favoring the passage of 8. 972. 
We trust that you will inform the-members of the Senate Banking and Currency 
Committee of our position on this legislative matter. 
Yours very truly, ts 
, ELpen J. Murray, 
Executive Secretary. 
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New Jersey Bankers AssociaTION, 
Newark 2, N. J., May 18, 1956. 
To the Members of the Banking and Currency Committee of the United States Senate: 


Copies of resolutions unanimously adopted by this association on May 5, 1955, 
are attached. 


I hope that they will receive your favorable consideration. 
Sincerely yours, 
Wa. K. MENDENBALL, 
Executive Vice President. 


Whereas Senate bill $8. 972, which has for its object the regulation of branch 
office privileges of federally chartered savings and loan associations is presently 
pending in Congress; and 

Whereas it is the opinion of this association that the pending measure represents 
a recognition of the urgent need for the elimination of competitive advantages 
presently enjoyed by such associations: Now be it 

Resolved, That this association respectfully requests that New Jersey’s Senators 
and Congressmen do all in their power to cause 8. 972 to be enacted into law; and 
be it further 

Resolved, That copies of this resolution, certified by the secretary of the associa- 
tion, be transmitted to the Senators and Congressmen representing the people of 
the State of New Jersey in the Congress, and to the members of the Senate and the 
House Banking and Currency Committees. 

Adopted by the New Jersey Bankers Association in convention assembled at 
Atlantie City May 5, 1955. 

I, Wm. K. Mendenhall, executive vice president and secretary, certify the 
foregoing to be a true copy of the resolution unanimously adopted by the New 
Jersey Bankers Association in convention assembled at Atlantic City, N. J., on 
May 5, 1955. 

Wm. K. MENDENHALL, 
Executive Vice President and Secretary. 


Strate BANKING DsPARTMENT, 


Santa Fe, N. Mex., May 16, 1958. 
Hon. J. ALLEN FREAR, 


United States Senator, 
Senate Office Building, Washington, D. C. 


Dear Mr. FreArR: The National Association of Supervisors of State Banks, as 
vou know, is heartily in favor of 8. 972, which you introduced in this session of 
Congress. I desire to thank you for introducing this measure and can assure you 
that I am heartily in favor of this proposed legislation. 

Our laws do not permit State-chartered building and loan associations to con- 
duct branches and I very much favor restricting the federally chartered associa- 
tions to the privileges enjoyed by State-chartered associations. 


In closing, I shall appreciate whatever effort you put forth towards the enact- 
ment of this measure into law. 


Respectfully yours, 


Woopian P. SAUNDERS, 


State Bank Examiner. 
= 


Stare BANKING DEPARTMENT, 


Santa Fe, N. Mex., May 16, 1955. 
Hon. Dennis CHAVEz, 


United States Senator, 
Senate Office Building, Washington, D. C. 

Dear Senator Cuavez: The National Association of Supervisors of State 
Banks is very much in favor of the passage of 8. 972 that has been introduced in 
this session of Congress and I should like to advise you that I also favor this 
measure. 

You no doubt are familiar with it, but I should like to say that it would restrict 
federally chartered savings and loan associations from creating branches in the 
States that do not authorize State-chartered associations to have branches. 

Our New Mexico laws do not authorize branches of State-chartered associations. 
and I trust that you will use your efforts towards the enactment of this legislation. 
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Thanking you for any efforts you may see fit to put forth towards the enact- 
ment of this bill and with warm personal regards, I am, 
Respectfully yours, 
Woop.an P. Saunpers, 
State Bank Examiner. 


BANKING DEPARTMENT, 
New York, N. Y., May 10, 1955. 
Hon. J. ALLEN FREAR, Jr., 

Senate Office Building, Washington, D. C. 


DEAR SENATOR FREAR: As a member of the National Association of Supervisors 
of State Banks, I want to join my colleagues in thanking you for introducing, for 
yourself and Senator Capehart, 8. 972 to regulate the branch powers of Federal 
savings and loan associations. I hope that you are successful in persuading the 
chairman of the Subeommittee on Banking to hold a hearing on it at the current 
session of the 84th Congress. 

I am writing all of New York’s Senators and Representatives to seek their 
support of this legislation. 

Respectfully, 
GrorGe A. Mooney, 
Superintendent of Banks. 


Srate oF Norts Daxora, 
Bismarck, May 9, 1955. 
Hon. J. ALLEN Frear, Jr., 
United States Senator from Delaware, 
Senate Office Building, Washington, D. C. 


Dear Senator: I wish to express my appreciation for your action in intro- 
ducing 8. 972 dealing with the matter of Federal Savings and Loan Association 
branches, 

As the State supervising authority of State chartered savings and loan associa- 
tions and as a member of the National Association of Supervisors of State Banks, 
I am very much in favor of this legislation and have asked our North Dakota 
delegation in the Senate to support it when it comes to the matter of a vote thereon. 

Yours very truly, 
J. A. Granam, State Examiner. 


STaTe oF OREGON, 
BANKING DEPARTMENT, 
Salem, May 2, 1955. 
Re 8. 972. 
Hon. J. ALLEN FREAR, 
Senate Office Building, Washington, D. C. 


Dear SENATOR FREaR: I am just in receipt of a letter from the Secretary of the 
National Association of Supervisors of State Banks with reference to 8. 972. 
I wish to express to you my thanks for introducing this measure in the Senate 
and trust that favorable action will be taken by this session of Congress. 
Sincerely yours, 
A. A. RoaGsrs, 
Superintendent of Banks. 


DEPARTMENT OF BANKING, 
5 Austin 14, Tex., May 6, 1955. 
Hon. J. ALLEN F REAR, 


Senate Office, Building, Wa8hington, D.C. 

Dear Sir: As supervisor of building and loan associations and other financial! 
institutions in this State and as an officer of the National Association of Supervisors 
of State Banks, which,group favors the provisions of 8. 972, we wish to extend to 
you our thanks for introducing the bill, and we are very anxious to see it passed 
if it reaches that stage and respectfully request your support which will be very 
much appreciated. 

Yours very respectfully, 


4 


J. M. FatKNnER, Commissioner. 
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DEPARTMENT OF BANKING, 


Austin 14, Tex., May 6, 1955. 
Hon. Lynpon B. JOHNSON, 


United States Senate, Washington, D. C. 


DEAR Str: There is now pending before the Subcommittee on Banking of the 
Committee on Banking and Currency in the Senate S. 972 relating to Federal 
Savings and Loan Association branches. 

We are very familiar with the provisions of this bill and favor its passage. 
Therefore, if you can consistently do so, we respectfully request that you lend 
your support in obtaining favorable action by the committee and support the bill 
if and when it reaches the floor of the Senate for a vote. 


Thanking you very much and with personal regards of the writer, we beg to 
remain 


Yours very sincerely, 


J. M. FALKNER, 
Commissioner. 


State BANKING DEPARTMENT, 
Madison 2, Wis., April 29, 1955. 
Hon. J. ALLEN FREAR, 
Senate Office Building, Washington, D. C. 


DeaR Senator FreaR: As a member of the National Association of Super- 
visors of State Banks and as commissioner of banks in Wisconsin, I wish to 
express my appreciation to you for having introduced bill S. 972 in regard to the 
regulation of the establishment of branches by Federal savings and loan associa- 
tions. 

As State supervisors of banks, we definitely feel that the establishment of 
branches by Federal savings and loan associations should be on the same basis 
as the establishment of branches by national banks, namely, having the same 
privileges as State banks have in the separate States. You can count on the 
continued support by this association of your efforts on behalf of this bill. 

Very truly yours, 
G. M. MatruEews, 
Commissioner of Banks. 


STaTeE oF WyYoMING, 


Cheyenne, April 28, 1955. 
Hon, J. ALLEN FREAR, 


United States Senator, 
Senate Office Building, Washington, D. C. 


Dear SENATOR FREaAR: I take this opportunity to express appreciation to you 
for your action in introducing 8. 972, and assure you of my support for this 
legislation. 

Yours very truly, 


Norris E. HartweE.t, State Examiner. 


TeRRITORY oF Hawaltl, 


Honolulu, April 29, 19565. 
Senator J. ALLEN FRBEAR, 


Senate Office Building, Washington, D. C. 


Dear Stir: As the executive director of supervisory agency of the Territory 
of Hawaii having jurisdiction over both banks and savings and loan associations, 
| wish to express to you my appreciation for your courtesy in introducing legisla- 
tion to control the granting of branch authorizations to Federal Savings and 
Loan Associations. believe this legislation is ntial to insure the protection 
of states’ rights and assure you of my full support thereof. 

Respectfully, 


W* Lioyp Leperer, 
Deputy Bank Examiner. 
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NATIONAL ASSOCIATION OF SuPERVISORS OF STATE BANKS 


Battimore, Mp., May 6, 1955. 
Hon. J. ALLEN FREAR, 
United States Senator, 
Senate Office Building, Washington, D. C. 

Dear Senator FREAR: I desire to take this oceasion to express my sincere 
persona] appreciation to you and your associates in having introduced before the 
United States Senate 8. 972, which presents for the consideration of Congress, 
legislation covering the control of establishing branch offices of Federal savings 
and loan associations in this country. 

I sincerely trust that vou will continue your good efforts to have this legislation 
become law, in order that there may be some uniformity of control in connection 
with this expansion program, which if permitted to go forward as presently car- 
ried out by the Home Loan Bank Board, cannot help but create a most unhealthy 
situation, competitivewise, in the financial economy of this Nation. 

With warm personal regards, I am, 

Very truly yours, 
Joun D. HospPetHorn, 
Deputy Bank Commissioner. 


NATIONAL ASSOCIATION OF SuPERVISORS OF STraTE BANKkKs, 
New York, N. Y., April 11, 1955. 
Hon. J. ALLEN FREAR, 


Senate Office Building, Washington, D. C. 


Dear SENATOR FrearR: At its annual meeting in Washington last week, the 
executive committee of this national association instructed me to convey to you 
its deep appreciation of your action in introducing, for yourself and Senator 
Capehart, 8. 972. This measure is exactly the bill desired by our national asso- 
ciation. I can assure you that it will be vigorously supported by our members. 

Faithfully, 
E. H. Legere, Secretary. 


NATIONAL AssocIATION oF SupERvisors oF STaTE BANks, 
Carson City, Nev., May 3, 1955. 
Hon. J. ALLEN FREAR, 
Senate Office Building, Washington, D. C. 

Dear SENATOR FREAR: In behalf of the members of the National Association 
of Supervisors of State Banks, I wish to express to you our sincere appreciation 
for your sponsorship, in cooperation with Senator Capehart, of 8. 972, commonly 
known as the ‘‘Branch Bill.’ 

We believe this legislation is necessary to preserve the rights of States against 
encroachment from a Federal bureau. We hope hearings may be held during the 
present session of Congress and we shall be grateful to you for any support vou 
may give to effect the passage of this bill. 

With appreciation for past favors, I am 

Very respectfully yours, 
Grant L. Rostson, President. 


NationaL Association oF Mutvuat Savines Banks, 
New York 17, N. Y., March 23, 1955. 


Senator J. ALLEN Frear, JR., 
United States Senate, 
Senate Office Building, Washington 25, D. C. 

My Dear Senator Frear: As you may recall, this association is strongly in 
favor of the enactment of the provisions of your bill, 8. 972. We believe that the 
enactment of this measure will correct an inequitable branch privilege situation 
now existing between the Federal savings and loan associations and their counter- 
parts, the State-chartered savings and loan associations and mutual savings 
banks. 

When 8. 975 was before the Senate Banking and Currency Committee in 1954, 
this association, through Mr. Crawford H. Stocker, Jr., testified in complete sup- 
port of the measure. S. 975 was favorably reported by the Senate Banking and 
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Currency Committee and was passed by the Senate, without amendment, in May 
of last year. You played a major part in opposing the crippling amendments that 
were offered to this bill and in assuring its passage. We hope that you will be as 
successful in your efforts with respect to S. 972. 
Last year’s bill, 8. 975, was lost in the House Banking and Currency Committee, 
probably because of lack of time to give it consideration in the second session. 
We sincerely hope that the Senate Banking and Currency Committee can open 
hearings On your new bill at an early date in order that it may not be lost again by 
delay in the House. 
We have written to Senator Robertson suggesting an early hearing on S. 972, 
and we hope that you will use your good efforts toward the same purpose. 
With many thanks for your past courtesies, I am 
Very truly yours, 
Frep N. Outver, General Counsel. 
x 








